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CONSOLIDATED INCOME AND RETAINED EARNINGS 


Sales (less discounts, returns, and allowances)... 
Cost of Goods Sold, Selling, Advertising, and 


Administrative Expenses ..............:ssessessescesseee 
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Year Ended December 31 
1953 1952 
$253,933,462 $214,508,482 
232,777,823 201,096,117 
$ 21,155,639 $ 13,412,365 

152,148 255,184 

$ 21,307,787 $ 13,667,549 
2,520,216 2,026,607 

$ 18,787,571 $ 11,640,942 
$ 9,503,000 $ 5,798,000 
+712,000 72,000 
379,000 214,000 
$11,594,000 $5,940,000 
$ 7,193,571 $ 5,700,942 
29,413,840 _ 28,143,205 

$ 36,607,411 $ 33,844,147 
$ 686,000 $ 686,000 
4,457,477 3,744,307 

$ 5,143,477 $ 4,430,307 





$ 31,463,934 


$ 29,413,840 


























LIABILITIES 
December 31 December 31 
CURRENT ASSETS: 1953 1952 CURRENT LIABILITIES: 1953 1952 
(eee ere $ 7,622,449 $ 8,547,344 yon payable er eee eT $ = peasy $ yin 
Accounts re ‘iieiinncimiean (less ccounts payable ...... : ¥ 
$660,839 in 1953 and $643,811 in yen due within one year. * potipen gata 
1952 for doubtful accounts and cash poet BXCS as eee 1.225.779 801317 
discounts) ....... 11,629,297 9,602,442 Sere eer o me sg 
‘ 9 Accrued interest .. Ree cae 476,438 270,000 
Other accounts receivable . 453,609 $23,262 Other accrued liabilities... 317,409 291,168 
Inventories (at average cost): Total current liabilities $ 44,163,027 $ 62,111,493 
ned ieee ee : 116,690,466 110,093,684 LONG-TERM DEBT: 
fanufactured stock and revenue | Twenty Year 3% Debentures, due 
stamps ............. cic aeon 14,188,749 10,365,707 October 1, 1963 ($600,000 to be re- 
Materials and eupelies . we 4,847,955 4,548,705 7 tired annually to 44 Acree * $ 14,800,000 $ 15,400,000 
< wenty-five Year 3% Debentures, ue 
Total current assets $158,425 TES ASL IG March 1, 1976 ($350,000 to be re- 
a tired annually to 1975). " 14,650,000 15,000,000 
PROPERTY, PLANT, Twenty-five Year 334% Debentures, 
AND EQUIPMENT due April 1, 1978 ($675,000 to be 
(As adjusted December 31, 1932 by au- retired annually 1956-1977) 00.00.00... ‘ 22,500,000 — 
thorization of stockholders, plus su Total long-term debt .................. $ 51,950,000 $ 30,400,000 
sequent additions at cost, less retire- CAPITAL AND 
—. 7 “RETAINED EARNINGS: 
IO secs sonctsas $ 991,874 $ 866,529 7% Cumulative Preferred Stock (par 
Banidings and building equipment 7,979,883 7,730,775 value $100 per share) — 
Machinery and equipment.............. 15,421,127 14,007,918 authorized 99,576 shares; 
$ 24,392,884 $ 22,605,222 issued 98,000 shares. .............c0:000 $ 9,800,000 $ 9,800,000 
Less accumulated depreciation soap 8,174,245 7,519,378 Common Stock (par value $10 per 
Total property, plant, and share)— 
tec ieee $ 16,218,639 $ 15,085,844 authorized 5,000,000 shares; 
er issued 2,852,854.89 shares in 1953, 
PREPAID EXPENSES AND 2,496,281.89 in 1952.00... 28,528,549 24,962,819 
DEFERRED CHARGEG................ $1,387,373 $ 1,340,361 ag epson paid-in capital (premiums 
: ae less expenses on common stock 
UNAMORTIZED DEBENTURE d 7 3 
DISCOUNT AND EXPENSE....... $ 952,550  § 424,655 Seemae Sota mane aan nated a 
pees Ea ae a $ 1 $ 1 Total capital and ‘Tetained 
earnings $ 77,878,061 $ 67,820,512 
Tora $173,991,088  $160,332,005 "ae $173,991,088 $160,332,005 
Notes: (1) Asa result of restrictions contained in the debenture indentures on the payment of dividends on common stock and the purchase, redemp- 


tion, or retirement of such stock, the amount which could have been expended for such purposes at December 31, 1953 was limited to $9,550,094. 
(2) Funds held by disbursing agents for payment of preferred and common dividends, debenture interest, etc., aggregating $2,246,977 at 
December 31, 1953 and $511,918 at December 31, 1952, and the related liabilities, have been excluded from the balance sheet. 
(3) Provision for depreciation amounted to $1,051,457 in 1953 and $950,870 in 1952. 
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REDEMPTION NOTICE 
To the Holders of 
BENEFICIAL LOAN 
CORPORATION 
Twenty Year 4144 % Debentures 
Due September 1, 1973 


NOTICE IS HEREBY GIVEN that, pursuant to 
the provisions of the Indenture dated as of 
September 1, 1953, executed by Beneficial 
Loan Corporation to Bankers Trust Com- 
pany, as Trustee, all of the outstanding 
Beneficial Loan Corporation Twenty Year 
41%4% Debentures Due September 1, 1973, 
will be redeemed and shall become due and 
payable on April 12, 1954, at 1044%4% of 
the principal amount thereof, together with 
unpaid interest accrued from March 1, 1954 
to April 12, 1954 

On or after April 12, 1954 holders of the 
above Debentures should present and sur- 
render them for redemption and payment as 
aforesaid at the principal corporate trust 
office of Bankers Trust Company, Trustee, 
46 Wall Street, New York. N. Y 

From and after April 12, 1954 such De- 
bentures shall cease to bear interest and 
shall no longer be deemed to be outstanding 
under the Indenture and shall cease to be 
entitled to the benefit of the Indenture, ex- 
cept to receive payment of the redemption 
price and unpaid interest accrued thereon 
from March 1, 1954 to the redemption date 
Unpaid coupons which matured on March 1, 
1954 should be detached and presented for 
payment in the usual manner. 

BENEFICIAL LOAN CORPORATION 
By BENJAMIN P. FRYE, Treasurer 

Dated: March 12, 1954 
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Te Boarp oF DIRECTORS 
has this day declared a regular 
quarterly cash dividend of Sixty- = 
Twoand One-Half Cents ( 62 42¢) = 

| per share on the capital stock of 

| the Company, payable on May - 
=|| 15, 1954, to stockholders of = 
=|| record at the close of business : 
=|} April 15, 1954. = 
~ | R. E. PALMER, Secretary 
=|| March 18, 1954 
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DIVIDEND NOTICE 


Common Stock Dividend No. 153 


The Bo are 1 of Directors on March 17 
1954, declared a cash dividend for th 
ner 


of 55 cer 











1 ne . mM pe any ce 
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sto t Gg at c e ft 
busine on "Mae h 29, “ios The 
Transfer Books will not be closed 

K. C. Curistensen, Treasurer 


San Francisco, California 











BOOK MANUSCRIPTS 
INVITED 


If you are looking for a publisher send for our free, 
illustrated booklet titled To the Author in Search of @ 
Publisher. It tells how we can publish, promote and 
distribute your book, as we have done for hundreds of 
other writers. All subjects considered. New authors 
welcomed. Write today for Booklet WF. It’s free. 


VANTAGE PRESS, Inc., 120 W. 31 St., N. Y¥. 1 
In Calif., 6356 Hollywood Blvd., Hollywood ? 








THE STORY OF A BUSINESS 
THAT’S READ BY MORE PEOPLE 
MANY A BEST SELLER 


THAN 











Uncle Saim’s busy mail carriers recently delivered more than a 


million and a quarter copics of a newly published book. You 


wouldn’t exactly call it a best seller, yet it has no doubt already 


been read by more people than many books on the best seller list. 


Every line in this book is true, yet for sheer drama it sets a pace 


that fiction would find hard to follow. 


It is the most modern 


of modern history — American history — newly made and still 


to be made. 





I. is the latest edition of the 
report that goes each year from the 
American Telephone and Telegraph 
Company to its shareowners—the 
people who provide the money to build 
the telephone system. 

In our school history books we 
read with a sense of wonder about the 
laying of a cable across the Atlantic 
that carried messages in faint dots 
and dashes. 

This modern history book tells of 
a new kind of cable soon to be laid on 
the ocean floor that will carry thirty- 
six messages at one time from conti- 
nent to continent, not in dots and 
dashes but in the human voice itself. 

It tells the dramatic story of tele- 
vision networks serving 16] cities, of 


Would you like a copy of the report? We'll be glad to send it to you. Just address 


network color television soon to be in 
the American home. 

It tells of guided missiles that will 
guard our great cities against air at- 
tack, and of telephone warning sys- 
tems reaching to the far northern 
shores of our continent. 

It tells of new devices coming 
out of the laboratory and into the 
telephone system. One of the most 
striking of these is the tiny transistor 
—the mighty mite of our electronic 
world. 

But these dramatic chapters are 
dwarfed by all that is implied in the 
simple statements that America in 
1953 passed the fifty million mark in 
telephones, that 80% of all Bell tele- 
phones are now dial, and that nearly 





the American Telephone and Telegraph Company, 195 Broadway, New York 7, N. Y. 


half of all your Long Distance calls 
are dialed by the operator straight 
through to the distant telephone. 

A thrilling story surely of things 
done and to be done, but chiefly it is 
a story not of things but of people. In 
the words of Cleo Craig, President of 
the American Telephone and Tele- 
graph Company, “Ours is a service of 
neighbor to neighbor—human, per- 
sonal, friendly, courteous. 

“All the progress told in this an- 
nual report is the work of men and 
women, the people of the telephone 
companies, of the laboratory, of the 
manufacturing and supply organiza- 
tion. To say that 1953 was a con- 
structive and successful year is also 


”» 


to say “They made it so.’ 
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The Trend of Events 


A TEST OF LEADERSHIP ... The Administration’s 
legislative program is proceeding at snail’s pace. 
Almost half the present session is gone but there 
has been no final action on taxes; nor is there likely 
to be for another month at least, with the exception 
of excise taxes. Back in the wings wait the follow- 
ing: the farm program, Taft-Hartley, reciprocal 
trade, housing and social security, among other im- 
portant measures. Nothing has been done on defense 
and foreign military aid. At the present rate of 
“achievement,” and with less than four months to 
go before Congress adjourns, it is by no means Im- 
probable that the record of the present session will 
be among the poorest in years. 

Blame for this lamentable situation cannot be 
placed at the door of the Committees in charge of 
preparing specific pieces of legislation. They, at least, 
have been busily engaged in holding hearings and 
in getting the facts together on which to base their 
recommendations. The fault is to be found in the 
wasted efforts in Congress itself, especially in the 
Senate, to deal with the wholly unnecessary Bricker 
amendment which could have been brought up at 
another session. Nor should 


to Congress. Actually, Mr. Eisenhower has made 
over 200 separate legislative proposals; admittedly, 
a monumental accomplishment in itself. Yet, it seems 
to us that he is not well-advised merely to rest on 
his oars. To achieve his goals, he must exercise full 
and effective leadership, even at the cost of embroil- 
ing himself with political factions on both sides of 
the aisle. 

The President himself has stated that the Repub- 
lican party would have to go before the people next 
November on the basis of its record. A large part 
of that record will be made in the present session 
of Congress. Whether that record is good or bad 
will largely depend on the vigor of the President’s 
leadership and the cooperation of his party, working 
in unison, together with the aid of the few democrats 
who see more or less eye to eye with the Administra- 
tion on its basic aims. 


ANARCHY IN UNION LABOR... The New York 
waterfront strike is a perfect example of how law- 
lessness can spread in labor disputes. What we have 
been witnessing is a vicious jurisdictional strike 

which has tied up the 





we fail to mention that the 
Senate has been diverted from 
its job by the political uproar 
attending the fight around the 
junior Senator from Wiscon- 
sin. In the meanwhile, “time 
goes a-wasting.” 

Apparently, the President 
feels that he has done all that 
he can be called on to do in 
making his recommendations 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


great port and has already 
caused the loss of several hun- 
dred million dollars. The old 
International Longshoreman’s 
Association, in defiance of 
court order, with their leaders 
already in contempt, have 
nevertheless persisted in their 
contumacious stand though 
they are subject to heavy fines 
and jail terms. 
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As the situation now stands, the local authorities 
seem helpless to avert further dislocation of the 
piers’ activities with greater loss to the local commu- 
nity and the nation. If the President is called on to 
intervene again—the first federal injunction against 
the strike was issued a month ago—he may have to 
use troops this time to bring order into the situation. 
This is something no American government likes 
to do. 

It is obvious that the present Taft-Hartley law is 
ineffective in extreme situations like the waterfront 
strike. The law must be strengthened so that the 
severest penalties possible be imposed on all individ- 
uals responsible for endangering public order on the 
scale now witnessed. Even if the strike is finally 
settled through federal intervention, Congress must 
see to it that there are no repetitions of labor union 
anarchy. We have had enough jurisdictional and 
wildcat strikes and secondary boycotts. In the past 
few years, such stoppages have brought the nation 
great hardship and human suffering, let alone losses 
running into billions of dollars. 


ECONOMIC TRENDS COMPARED WITH A YEAR AGO 
... Because we believe comparisons of current eco- 
nomic trends with a year ago place the present 
situation and immediate prospects in good perspec- 
tive, the following figures are cited, together with 
brief comment: 

(1) industrial production index. March esti- 
mated at 120-121 compared with 134 in February 
1953. This amounts to a decline of about 11%. 

(2) consumers’ price index—115 for February 
and about the same for March, compared with 
113.4 in February 1953. This indicates better price 
stability. 

(3) unemployed. Approximately 4 million for 
March, compared with 1.8 million a year ago. 
One of the weakest elements in the situation. 

_(4) construction contracts. Approximately $1.2 
billion, against slightly over $1 billion a year ago. 
Surprising resiliency in this area and one of the 
strong spots of the economy. 

_ (5) Total exports and imports. About $1.9 bil- 
lion for January against $2.2 billion a year pre- 
vious. Represents a contraction in U. S. world 
trade, with wide implications to specific industries 
such as shipping, coal, agriculture and machinery. 

(6) personal income. Estimated for March at 
$280 billion, about the same as a year ago. Re- 
markable stability in view of unemployment rise 
but sustained by social security, pensions and 
unemployment insurance. Personal income, how- 
ever, can decline if unemployment remains as 
high as at present. 

Among important industries, the following repre- 
sents a yearly comparison: 

(1) steel operating rate. Now under 67%, com- 
pared with 103% a year ago, but this is on a 
larger capacity as compared with a year ago. 
Weekly steel ingot production is now about 1.6 
million tons compared with an average of about 
2.3 million tons a year ago. 

(2) motor vehicle production. In the last week 
of March, an average of about 139,000 compared 
with 171,000 a year ago. Now seasonally in- 
creasing. 


(3) daily oil production. Now at a weekly rate 
of about 6.4 million barrels, compared with ap- 
proximately the same figure a year ago. No indica- 
tions thus far of a decline in output. 

(4) freight car loadings. Now at a weekly rate 
of slightly over 609,000 compared with 701,000 a 
year ago. Much lower earnings current. 

With reference to steel, autos and railroad freight, | 
the situation is still unsatisfactory and indicates 
relatively poor earnings for this group during the 
first quarter of the year at least. 

(5) electric power output. Now at a weekly rate 
of about 8.57 billion kw-hrs against last year’s | 
rate of 8.07 billion. Power output remains a strong | 
element in the general economy. 

From the above, it is indicated that conditions are 
highly mixed, with a distinct downturn in some but 
not all of the major indices. The basic trend is now 
at a vital turning point. If the present downturn 
levels off in the next few weeks, a generally high 
rate of business activity for the balance of the year 
is envisaged though well below the record year of 
1953. If conditions do not improve during this pe- 
riod, the present downturn could spiral rapidly, in | 
which case direct government intervention may be | 
expected. 


AN IMPORTANT DECISION ... The U. S. Supreme 
Court has just rendered a decision of the highest 
importance to public utility systems. The decision 
involved the property rights of the Niagara Mohawk 
Power Corp. along the Niagara River and affected 
future policies regarding the redevelopment of water 
resources at Niagara Falls. The contention of the 
government, through the Federal Power Commis- 
sion, was that local (meaning in this case, public 
utility) property owners were entirely subordinate 
in all respects to the federal government in matters 
involving the use of navigable waters for power 
purposes. If this contention had been upheld, which 
in effect would have nullified the property rights of 
the litigating company, the development of water 
resources for power at Niagara Falls by private en- 
terprise would have been precluded. 

The Supreme Court decision now makes it possible 
for the five New York electric companies heavily 
interested in the Niagara project to seek federal 
approval for participation on an equitable basis. The 
situation still requires further clarification but it 
would seem that a big step forward has been taken 
in permitting private power companies to take their 
proper place not only in this important undertaking 
but in other vast national projects of a similar na- 
ture destined over the next few years. Generally, the 
outcome of the Court’s decision most likely will be 
to encourage regulatory power commissions to adopt 
more liberal attitudes to the legitimate needs of the 
power companies. 





MORE, NOT LESS ... . Over-all, there is no question, 
American industry is the best equipped with tools | 
in the world. The American seller is not competing | 
with Pakistan or France, however, but with other | 
American sellers who may have better tools. The 
machine tool industry calculates that machines | 
which can be made now have rendered more than | 
a million present (Continued on page 65) | 
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As 9 See Jt! 


By E. D. KING 


DANGLING THE CARROT BEFORE THE HORSE 


» 3 British government is back of a drive to 
increase trade with the Soviet bloc and, in pur- 
suance of this aim, many missions, private and 
official, have been sent to Moscow. Although the 
need for increasing trade is pressing, it is never- 
theless rather amazing that otherwise hard-headed 
British businessmen should fail to see that trade is 
essentially a_ political 
weapon with the So- 
viets. Adopting this 
standard technique, 
Moscow now desires to 
lure Britain with fabu- 
lous promises of trade 
as a helpful way of 
splitting the West. 


[PRIVATE DININ: ROO] 
The United States 
government has thus 


far expressed no open ~~ | aa 


objection to increasing 
British and West Euro- 
pean-Soviet trade—bar- 
ring strategic materials. 
It takes the highly 
practical attitude that 
there is nothing to be 
gained by raising ob- 
jections since the Bri- 
tish, and other nations 
contemplating trade 
with the Communists, 
will find the results dis- 
appointing in any case. 
Certainly very few na- 
tions that have traded 
with the Soviets in the 
past have had any cause 
for satisfaction. Ap- 
parently, this does not 
prevent some of them 
from trying again de- 
spite the prospect of al- 
most certain failure. 
So far as immediate 
trade is concerned, Rus- 
sia has very little for 
export, outside of her 
lumber, grain and furs. She has large quantities of 
gold, of course, but her supply is not inexhaustible 
and she must maintain adequate reserves. Further- 
more, the internal economic position of Russia is 
very shaky and she must retain the greatest possible 
amount of consumer goods to placate the groaning 






































| Russian masses. Also, she must help support the 
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tottering Red China economy. Under these condi- 
tions, it is difficult to see how the British can expect 
much to come of her present trade negotiations 
with Russia. 

In the past, private interests and governments 
found that the Soviets did not hesitate to violate 
trade contracts if it suited them. This was not done 
crudely but, rather, 
took the form of ship- 
ping goods inferior to 
those contracted for, or 
serious delays in ship- 
ment, often as long asa 
year or more. This did 
not prevent the Soviet 
trade commissars from 
demanding full and 
prompt delivery of 
goods despite their own 
failure to deliver. In 
many cases, the cost to 
foreign exporters to the 
Soviets far outweighed 
any advantages. that 
were expected to accrue. 
For example, new equip- 
ment needed by foreign 
manufacturers in order 
to supply the Soviet 
buyer had to be pur- 
chased and plant facili- 
ties extended. If the 
deal fell through or if 
payment could not be 
had on account of void- 
ance of contract, the 
foreign exporter was 
often left holding the 
bag. 

The Soviets, and their 
allies, are just as diffi- 
cult in trade negotia- 
tions as they are around 
the diplomatic table. In 
fact, they do not differ- 
entiate between the two. 
They are now turning a 
bland countenance on the foreign seeker for trade 
and will offer any inducement. 

Dangling a carrot in front of a horse, but always 
out of reach, to get him to move is an old trick. 
British and other over-anxious would-be traders 
with the Soviets are more than likely to find 
they have been inveigled by the same sort of trickery. 
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Individual Trend vs. General Market 


The market was under pressure most of last 


week, but made a sizable partial recovery in 


the final trading session. Whether or not it is deferred for a time, more correction may be 


needed, in view of tax and business uncertainties, as well as shrinkage in earnings. Our policy 


remains conservative and selective. You should hold ample reserves and concentrate on 


the better-grade stocks. 


By A. T. MILLER 


U; until March 22 the Dow industrial average 
had maintained an upward trend, subject to com- 
paratively small and fairly brief interruptions, for 
a little over six months; and the utility list for 
about nine months. Upward tendencies in both had 
been extended with particular vigor during most of 
the first quarter of 1954, with investors cheered by 
the constructively conservative program, including 
tax revision, submitted to Congress by the President, 
by satisfactory over-all dividend prospects and by 
easing money rates. Business recession was largely 
ignored. Rails had lagged on a relative basis, but 
risen for five months to February 12, with a fairly 
sharp gain for six weeks or so prior to the latter 
date. 


Perhaps there is nothing the matter with the mar- 
ket that a healthy shake-down will not correct; and 
it may be that this “cure” has begun, although the 
evidence is still tentative up to this writing. The 
market was soft most of last week; but there was 
a sizable rebound in the final trading session, mostly 
confined to the industrial list. It left the industrial 
average down 2.36 points on the week, and 2.52 
points under the year’s high to date. Rails were off 
2.81 points, leaving the average about 4 points under 
its February rally top; while utilities were down 
fractionally. The net changes on the fortnight were 
small, aside from retreat by rails. The test is still 
indecisive; and it can only be said that the longer 
a rise runs, the less becomes the probability that 

it can continue with only minor in- 
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terruptions. 
Rail Performance Poor 


As far as it goes, the current rail 
pattern is bearish. After having held in 
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weeks, following attainment of its Feb- 
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SUPPLY OF STOCKS 


ruary 12 recovery high, this average 
has now broken out of that range on the 
ould downward side by a definite, even if not 
grade rail stocks are likely to be main- 
tained, since coverage is wide; but 
monthly earnings and freight traffic are 
making drab comparisons with year- 
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” AS INDICATED BY TRANSACTIONS 


I roads in January was down over 68% 
from a year earlier. Judging by partial 
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INVESTMENT AND SPECULATIVE DEMAND 


data, the February results were also 
poor. The year-to-year comparison prob- 





ably will become less adverse in the 


130 months ahead, since the greater part 
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” seen and operating economies are being 





Pr Cera ee Pees ee 


spooopor* . 


instituted. 
However, 1954 rail earnings could 
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conceivably be down by 40% or so to 
around $500 million, against about $875 
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million in 1953. They fell 37% in the 
mild recession year 1949, even though 
it was an expansion year for such key 
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factors as housing, automobiles and 
Government spending, all of which are 
currently on the minus side. Total rail 
dividends last year were about $360 
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million. Adequately to 
widely covered dividends 
should support good rail 
stocks, but it is question- 
able whether that is 
enough to put them up. 
On the other hand, divi- 
dend cuts here and there 
could put some of the rail 
“weak sisters’ down. A 
recent example was Penn- 
sylvania Railroad, which 
voted 75 cents in March, 
1953, but nothing in March 
this year. 

Current rail earnings 
are worse than was gen- | 27 
erally expected not long | ,, 
ago; and are out in the pow 
open for all to see, since | “|” RAILROADS 
the reports are monthly | jo 
and fairly prompt. Indus- 
trial earnings, aided by 
EPT lapse in a minority 
of cases, are unquestion- | * 
ably holding up better | ,. 
than those of rails, for 
which profit swings are | * 
wide because of leverage 
in capitalizations and 
other rigidities. But there 
could nevertheless have 
been too much investment 
complacency about indus- 
trial profits. 

The “news” here is not 
yet out in the open. In 
recent weeks people have 
been looking mostly at an- 
nual earnings reported for 1953, and they made 
good reading in most cases. However, the annual 
reports tend to conceal substantial profit shrinkage 
in the fourth quarter of last year, in line with re- 
duction in business volume and more competitive 
conditions, unless one digs out the facts by com- 
paring full-year profits with those for the first nine 
months of 1953, Thus, a compilation of over 1,100 
reports of manufacturing companies showed a year- 
to-year gain of 18% for the first nine months of 
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ee | 1953, but only 10% for the full year, meaning that 


fourth-quarter profits were materially under those 
of the fourth quarter of 1952. Industrial production 
in the fourth quarter of last year was down only 
about 2.3% (Reserve Board index) from a year 
earlier. For the first quarter of this year it appar- 
ently will be down from a year ago by something 
like 10%. Hence, in quite a few of the first-quarter 
reports, which will begin to come out toward the 
end of April, there could be disagreeable surprises 
for uninformed investors. Certainly the earnings 
“news” ahead will be a good deal less cheerful in 
many cases, where EPT lapse is not a decisive factor, 
than it has been heretofore. Whether the market is 
fully prepared for it, and can take it in stride, re- 
mains to be demonstrated. 


The Tax Uncertainty 


The factors responsible for renewed market rise 
in the initial months of 1954, following lagging ten- 
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dencies in most of December, undoubtedly included 
the lift to investment sentiment imparted by the 
general program put before Congress in the January 
series of Presidential messages, with Administration 
sponsorship of tax credits for dividend income es- 
pecially important. Whether the latter provision of 
the tax bill, heretofore adopted by the House, will 
be approved by the closely divided Senate is un- 
certain. Even if it becomes law, there is a moot 
question as to how much value the market should 
put on it—since it could be repealed by any future 
Congress. 

Bearing on that, recent sample polls have indi- 
cated that, if an election were held now, the Demo- 
crats would win control of the House by a good 
margin; and probably take the Senate also. We can- 
not say to what extent the indicated disaffection 
stems from business recession, or from the perfor- 
mance to date of the Senate Republican leadership. 

The bulk of the Administration’s sensible program 
has yet to be enacted. What the verdict of the voters 
will be, a little more than seven months hence, can- 
not be taken for granted. There is no positive evi- 
dence yet of any general turn for the better in busi- 
ness activity. 

A conservative, selective investment policy remains 
justified. You should hold sizable reserves in order to 
take advantage of later opportunities; and put care- 
ful emphasis on the quality of individual stocks, as 
well as on special-situation profit potentials, in mak- 
ing portfolio adjustments.—Monday. March 29. 
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... Potential Business Stimulant In... 


$100 Billion Backlog In State-Local Projects 
How Will We Pay for Them? 


By W. L. RADFORD 


we. federal government expenditures decline 
and private industry assumes a somewhat more con- 
servative spending attitude as a result of the present 
business adjustment, more and more attention is 
being given to the part our state, municipal and 
other local governments can play in stimulating our 
economy. It is estimated that the actual backlog of 
necessary and deferred expenditures from such 
sources is $100 billion. Obviously a sum as huge as 
this can play an important role in our economy pro- 
vided the means can be found with which to finance 
these undertakings. 

Before we describe the various problems facing the 
state and municipal authorities, it would be valuable 
to see just what types of expenditures are required 
in order to service a growing population, accustomed 
to a high standard of living. Among these are roads, 
with a minimum of $30 billion; schools, at least $15 
billion; hospitals, $5 billion; bridges and tunnels, 
$5 billion; public buildings, includng low-cost hous- 
ing, $10 billion, and the rest divided up among mis- 
cellanies such as parks, local reclamation projects, 
health and recreation centers, improved equipment 
for police and fire department systems, and the rest 
for higher wages and pensions. Obviously, some of 
these projects are in the blue-print stage but others 
are well advanced and require only the necessary 
authorization and financing. 


A paradoxical situation obtains in relation to the 
fiscal position of States and other local political divi- 
sions and such public works programs as might be 
undertaken as special measures to combat unem- 
ployment by private concerns. Most of the States are 
in a high degree of solvency and, as matters stand, 
are in a position to carry forward projects already 
authorized or to undertake new ones. In a word they 
are armed to move against recessionary forces pro- 





vided an onset of recession does not move with suffi- | 
cient rapidity to seriously impair the funds which | 


have been built up and, more especially, the sources 
from which they were built. 

The Federal Bureau of the Census has just com- 
pleted a report on the 1953 experience of 25 States 
out of the 48, the list including such important States 
as Illinois, Michigan, New York, Ohio and Pennsyl- 
vania, obviously representative divisions so far as 
industry is concerned but also reflecting the situation 
in agricultural regions. It is shown that the income 
of these States from revenues and from borrowing 
amounted to $11,365,852,000 of which $10,520,- 
221,000 was revenue. 

In the same period the same States showed ex- 
penditures and debt retirements amounting to 
$9,917,856,000. After so many consecutive years of 
reading of deficits and the steadily mounting debt 
of the Federal Government, these figures for repre- 


THE MAGAZINE OF WALL STREET 











sentative States tend strongly to bring a fresh 
breath. 

The Census Bureau is able from advance data and 
experience to project these 25-State figures to the 
entire country and it makes the estimate that for 
all States the revenues for 1953 will show $18 billion 
against total expenditures of $17 billion. These rev- 
enues will be about $1.2 billion more than in the 
previous year. 

Any industrial corporation or business establish- 
ment showing such a balance sheet would, obviously, 
enjoy a high credit rating, especially when it is con- 
sidered that the States for a considerable period have 
been on a basis of high solvency. That is to say that 
a private concern with such a showing would be 
regarded as in an excellent position to embark upon, 
for example, a large program of new equipment and 
general betterments. Unfortunately, State and also 
municipal finances can not be conducted on the same 
principles of fiscal management as private business. 


How Revenues are Distributed 


In early years of the history of various of the 
several States some rather fantastic fiscal maneuvers 
were engaged in but that is in the past. More and 
more, what money shall be raised and how it shall 
be raised and what shall be done with it are matters 
decided by specific referenda. The States and sub- 
divisions which are largely assisted by them do in- 
deed furnish a tremendous market for employment, 
for materials and all else entailed in large public 
works programs but a substantial proportion of 
such work is provided for in advance and may not 
be greatly altered in volume or timing. However, 
what is of importance is that funds are set aside in 
advance for such planned work and this may proceed. 
It is not dependent as the budgets of some private 
concerns might be on immediate situations. 

Of great importance in showing how these large 
revenues received by the States are distributed so 
as to bring assistance over wide area and large popu- 
lation is the statement that just under one third of 
all revenues go to the benefit of local governments— 
towns, counties and the like—in the form of grants 
or shared taxes. 

There have been a 


same problem that anyone filled with rich desires 
is faced. 

This may seem somewhat surprising to the merely 
superficial student but the fact is that the Federal 
Government can move much more rapidly in the 
collection, on the one hand, and the expenditure 
on the other, of large sums of money than can the 
States and local jurisdictions. A review of State and 
local finances indicates on anything like a Dun and 
Bradstreet criterion that the local political divisions 
are good for whatever they want to spend. But there 
is not available in the circumstances one or 48 or 
even four thousand credit managers who may decide. 
The advance of American political science has 
brought all these fiscal affairs, or nearly all, to the 
point where almost all the voters are the credit 
managers and have to be consulted by referenda. 


Projects Must Be Spelled Out — 


In Federal affairs, a Presidential election or even 
a Congressional election can be and often is regarded 
as having constituted a mandate, an approval by 
some sort of super-national credit manager. The 
result of such an election can be quickly implemented 
by putting into effect a taxing and spending policy. 
Not so in State and municipal affairs. There must 
be a definite spelling out of what is to be done and 
when and what for and for how long. 

The safeguards which have been thrown around 
State and local finances arose from previous abuses 
which resulted in the near-bankruptcy of not a few 
communities a quarter of a century ago. The results 
have been excellent and these finances do indeed 
furnish the best possible background security for 
large expenditures and, if need be, for large bor- 
rowings. 

Examination of Census Bureau figures shows how 
the finances have been conducted on an increasingly 
sound basis. For example, in the period 1942-1947— 
the period of high expenditures on account of the 
War, total State revenues, including Federal aid, 
reached $35.4 billion compared with expenditures in 
the same period of $29.4 billion. There was high 
employment at wartime wages and the States reaped 
large sums in gasoline and many other sales taxes. 
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from a falling off in 
private enterprise. The 
fact that there is an 
estimated backlog of 
$100 billion in all man- 
ner of public works to 
be undertaken by State 
and local governments 
has received much at- 
tention. Unquestionab- 
ly, many communities 
would like to under- 
take improvements ag- 
gregating so vast a 
sum. However, they 
are faced with the 
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REVENUE AND EXPENDITURE OF STATE GOVERNMENTS: 1942-1952 
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Debt retirement in the period exceeded new borrow- 
ing by $300,000,000. 

Inevitably, as with private business, many local 
governmental projects were postponed because of 
fhe war and had to be caught up with. Deficits in 
maintenance and new projects were to some extent 
made up and in the period 1948-52 expenditures ran 
to $58.4 billion compared with revenues of only 
$56.8 billion. But only about a quarter of what might 
be called the profit of the high years was used up. 

The fiscal affairs of the States and local divisions 
have a certain dependency on Federal finances or 
at least Federal fiscal policies. The Eisenhower Ad- 
ministration came into office partially on a platform 
which looked to a declining activity in what have 
been regarded as near-socialistic policies of the im- 
mediately preceding Administrations. There was a 
definite promise to return many powers to the States 
and that, inevitably, meant returning corresponding 
responsibilities. 

At the moment, the Congress is busied with tax 
legislation having repercussions upon the States. It 
might very well be that some of the measures would 
be so favorable that local jurisdictions could feel 
justified in immediately entering upon vast public 
works undertakings. There has been the automatic 
reduction in individual income tax rates, effective 
the first of the year. State legislators well might feel 


the same time and when they are, they sit for short 
periods. Some State consitutions provide that the 
Legislature shall sit only once every two years and 
there are some which provide that a session may not 
last more than sixty days. 

So it must be obvious that the States are not in 





a position always to take immediate advantage of | 
a state of affairs arising as a result of action by the | 
Federal Congress; indeed and, perhaps more impor- | 
tantly, they are not in a constitutional position | 
quickly to take action in some economic crisis. Never- | 


theless, they can move when required. 


At this point, it would be desirable to mention | 
some of the additional sources on which the states | 
and municipalities can draw in order to fulfill their | 


increasing obligations. Among these are new taxes, 
increases in tax-rates and modifications of tax bases. 
It may well be that some further increases in prop- 
erty taxes may be imposed though this is by no 
means popular. On the other hand, certain areas 
have had unduly low assessments and low taxes, and 
these may be adjusted to meet pressing financial 


problems. However, this would probably be done on | 
a local rather than state scale. Non-property taxes | 


are also likely to be raised, with payroll taxes in- 
creasing and sales taxes being adopted by an ever 
larger number of communities. Another source of 





revenue is the exploitation of “user” taxes and | 





























that, inasmuch as the Federal taxing power has charges. This is a variation of the so-called toll (7¢ 
ceased to absorb these funds, the States should col- system in use on the new super-highways. Addition- of G 
lect them. It is fairly certain that to some extent this ally, there can be special assessments for such  finj: 
will prove to be the case but here again we run into projects as sewage disposal, airport and transit | tion 
timing difficulties as contrasted with the Federal facilities. It must be borne in mind, however, that | ¢o ¢; 
Government. the cost of such undertakings as schools, fire and | apt, 
With the exception of a relatively few months in police departments must be borne by the entire 
the year, the Congress is in almost continuous ses- community. 
sion, State Legislatures never are all in session at While the larger municipalities have a substantial 
degree of autonomy, it must be 
borne in mind that the State is! eons 
The Share of the Citizen in State Government Debt the source of power; every muni- | dai}; 
cipality owes its charter to the at ti, 
' State and much of its powers are jn +} 
Per Capita Per Capita . : in 
State Total Debt Debt State Total Debt Debt governed in the final analysis by and 
State legislation. City debt limits to +; 
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TREET 


By HOWARD NICHOLSON 


(To the businessman and investor, the price level 
of goods from the producer of raw materials to the 
finished product is all-important as the entire ques- 
tion of profits is involved. The essential facts relating 
to this vital situation are presented in this significant 
article. Editor’s Note) 


3s. early 1954, the prices paid by American 
consumers for the goods and services consumed in 
daily living are, on average, about 50% higher than 
at the end of World War II; about 100% higher than 
in the years immediately prior to World War II; 
and almost 200% higher than in the years prior 
to the First World War. The U. S. wholesale price 
level seems just as exalted. Wholesale prices are now 
almost 125% above prewar levels, and about 150% 
above levels prevailing prior to World War I. 

If these comparisons do not at first sound ominous, 
it is because they suggest a more or less normal and 
steady secular rise in the price level extending back 
into the last century. However, there are respectable 
grounds for thinking that no such normal secular 
trend exists, and that the current price level is in 
fact unsteadily balanced at the edge of a vast war- 
induced inflation. 

Between 1915 and 1920, the years of the World 
War I inflation, wholesale prices increased about as 
much as they have increased between 1941 and 1954. 
Between 1920 and 1921, three quarters of that infla- 
tion was wiped out in a deflationary holocaust, and 
the remaining quarter was graduallv eroded away 
in the painful downward spiral of the early 1930’s. 
In the Civil War, an inflation equal to any seen since 
was largely liquidated in the late 1860’s, and the 
remainder drained away in the severe depression of 
1873-1879. The War of 1812, and the Revolutionary 
War, were accompanied by massive inflations, and 
followed by massive deflations. In each instance, the 
deflation was accompanied by serious disruption of 
business conditions. 
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Is Inflation Frozen 


Into Our Economy? 








_Historical price charts stretching back into the 
eighteenth century in fact reveal price history to be 
singularly without a trend, but interrupted sporad- 
ically by violent price movements associated with 
major military efforts of nations. 


Is Price Level Secure 


Because of the presence of great postwar defla- 
tions in past history, business, ever since 1945, has 
viewed the postwar price level as highly suspect, 
and as a source of imminent danger to profits and 
operating rates. It has particularly taken this view 
since mid-1953, when a reversal of inventory policy 
was instituted along a broad front by businessmen. 
This reversal is itself evidence of suspicion of the 
price level; business was understandably not anxious 
to be caught in a deflation while holding $82 billion 
of inventory. (A 5% drop in the U. S. price level 
would result in an inventory loss to the total busi- 
ness system equal to between 15% and 20% of all 
after-tax corporate profits in the year 1953.) 

Over the past nine months—since the inventory 
reversal began—business’ fears about the price level 
have certainly not materialized. In the last half of 
1953, while the industrial production index declined 
about 7%, neither retail nor wholesale prices have 
been at all affected. In the first quarter of 1954, while 
industrial activity has slipped another 5%, prices 
have again remained in highly stable condition. In 
March, in fact, raw material prices, which are gen- 
erally thought of as forecasting changes in the 
general price level, actually showed more strength 
than weakness. 

This stability of prices, in the face of a relatively 
rapid contraction of business activity, raises the 





question whether, in the present inflation, supporting 
factors have worked their way into the price level 
that price history can no longer repeat itself. Is a 
war-induced inflation, for the first time, built in? 

THREE SIDES OF INFLATION. The inflation 
of the past fifteen years has been a many-sided 
phenomenon. It was, first of all, a monetary phenom- 
enon. It was executed through a tripling of the 
privately held money supply, reflecting a quadrupling 
of federal, state and local debt obligations of which 
only a relatively small part is held by individuals, 
and a relatively large part by the banking system. 
Monetization of debt, however, was equally an aspect 
of past inflations: during World War I, federal debt 
rose from about $1 billion to $25 billion, a rate of 
increase about three times as fast as occurred dur- 
ing World War II. In the Civil War, and in earlier 
wars, monetization of debt was accomplished by the 
simple and rapid expedient of resort to the printing 
press. In past inflations, the swelling of the money 
supply has not prevented subsequent deflation. 

The current inflation has also been a demand phe- 
nomenon. Incomes generated in war production dur- 
ing the years 1940-1945 were stored in liquid asset 
form, and burst into the consumer markets at the 
end of the war. The result was continuing scarcity, 
and a rapid rise in consumer prices. But neither of 
these aspects of consumer markets was confined to 
the recent inflation. In World War I and the Civil 
War, the cost of living skyrocketed under the influ- 
ence of real scarcity, then collapsed as scarcity 
disappeared. 

Finally, the postwar inflation has been a cost 
phenomenon, and in this respect certain significant 
differences appear between this and all previous in- 
flations. The price rise of the last fifteen years has 
occurred at a time when the character and institu- 
tional environment of business has been changing 
more rapidly, and more radically, than at any time 
in history. In general, these changes have resulted 
ina fast, and possibly permanent, rise in a multitude 
of costs that may have been built into the American 
price level to stay. 

The two major of these institutionally determined 
costs are: the cost of labor; the cost of a vastly 
multiplied distribution process. 











Prices from Producer to Consumer 





The food market basket: Retail cost, farm value, marketing 
margin, and farmer's share of retail cost, 1946-53 








Marketing Farmer's 
Retail Cost? Farm Value* Margin Share 
Year Dollars Dollars Dollars Percent 
1946 767 397 370 52 
1947 832 471 461 51 
S98S ....: 994 498 496 50 
1949 . 939 435 504 46 
1947-49 average .. 955 468 487 49 
1950 . ee 432 492 47 
i} 1951 peter | 495 531 48 
|) ere 1,028 482 546 47 
BARI bs Socchduoneesencssees 1,002 452 550 45 





1_Retail cost of average quantities of farm foods pur- 
chased per urban wage-earner and clerical worker 
family in 1952, calculated from retail price collected 
by the Bureau of Labor Statistics. 

2—Payment to farmers for equivalent quantities of farm 
produce minus imputed value of byproducts obtained 
in processing. 
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LABOR COSTS. Between 1914 and 1919, average 
hourly earnings in manufacturing industries in- 
creased from 22 cents to 48 cents. From 1919 to 
1929 they increased, slowly, another 8 cents. In the 
great depression of the early ’thirties, average 
hourly earnings declined relatively sharply, and by 
1933 were about 10% below their 1919 level. 

Between 1939 and 1945, average hourly earnings 
increased somewhat less, percentagewise, than they 
had in World War I, rising from 63 cents in 1939 
to $1.02 in 1945. But one of the reasons for the 
relatively slow rise was an effective wartime system 
of wage controls. When these controls were aban- 
doned, wage rates soared again, and by 1954 reached 
$1.80, three times the prewar level. In addition, 
fringe benefits not included in hourly earnings were 
costing American business about $4 billion a year. 

Underlying this sensational rise in labor costs has 
been an apparently permanent improvement in the 
bargaining position of American labor, achieved in 
part through union organization and expressed in 
the form of a pronounced secular uptrend in money 
wage rates. The evidence of 1949, a year of mild 
recession and moderately declining prices, strongly 
suggests that the American wage rate no longer 
responds to downward pressures, as it did in every 
previous deflation. In the face of unemployment 
which at the trough of the 1949 recession amounted 
to almost 8% of the labor force, the wage rate stuck 
determinedly at the level reached in the 1948 boom. 
Inasmuch as labor costs represent about 70% of 
the value of consolidated net sales of the U.S. busi- 
ness system, the almost certain stability of wage 
rates in the foreseeable future argues strongly that 
a collapse of the price level such as occurred after 
previous inflations is no longer possible. 

PROFITS AND PRICES. By itself, the change in 
the nature of American labor costs does not pre- 
clude a short-term decline in prices—even a sharp 
short-term decline. While it is true that over the 
long term selling prices must meet the cost of pro- 
duction (including a fair return on investment), 
business has reason to know that no economic law 
guarantees it against operating losses in the short 
term. Throughout the depression of the early ‘thir- 
ties, in fact, the business system as a whole operated 
at a loss, and even in the late prewar years, a period 
of relative prosperity by all but postwar standards, 
more than half of the corporate operating state- 
ments filed with the Bureau of Internal Revenue 
showed losses. 

However, the price decline required to bring busi- 
ness operating statements out of the profits zone and 
into the loss zone is surprisingly small, and would 
hardly yield a change in the price level of finished 
goods at all comparable with past postwar deflations. 
In recent years, profits of manufacturing corpora- 
tions, after taxes, have run in the neighborhood of 
5% of sales. In the food industry, which plays a 
large role in the formation of the retail price level, 
manufacturing profits have equalled about three 
cents on the sales dollar. 

DISTRIBUTION COSTS. A second and vital ele- 
ment which distinguishes the present inflated level 
of prices from all past inflations is the magnified 
role which distribution costs now play in setting the 
price level. At the end of the Civil War, the propor- 
tion of the labor force engaged in essentially dis- 
tributive industries was about 10%, of which less 
than half were engaged in transportation services, 
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and somewhat more than half in trade. 
By 1910, the total proportion of distri- 
butive workers had risen to about 20%, 
and by 1930 to about 25%. Currently, 
approximately 18% of the labor force is 
employed in wholesale and retail trade 
alone. Over 5% is engaged in transpor- 
tation, and another 6% in essentially 
distributive occupations other than 
transportation and trade. 

With the exception of retail trade, 
annual labor earnings in distributive 
industries are relatively high. Earnings 
of employees in wholesale trade average 
about 15% higher than employees in 
manufacturing. Employees in transpor- 
tation earn about 10% more than manu- 
facturing workers. In 1953, approxi- 
mately 7% of all wage and salary pay- 
ments, and about 7% of all fringe sup- 
plements to labor income, arose in the 
transportation industries. Wholesale 
trade accounted for another 5%, and 
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Source: Department of Labor 








retail trade for another 10%. Thus, 
between one fifth and one fourth of the nation’s wage 
and salary bill now originates in distributive indus- 
tries. This proportion has not changed strikingly 
over the past two decades; what is significant is that 
the burst of manufacturing activity that has accom- 
panied the rise of American industry from its de- 
pression trough of the early ’thirties through recov- 
ery, wartime expansion and postwar inflation, has 
been paralled by an equal burst of distributive 
activity. 

In connection with this expansion of distributive 
industries, it is noteworthy that costs in these indus- 
tries are virtually entirely labor costs. In transpor- 
tation, for example, wage and salary payments, 
including supplements, amount to approximately 
80% of the industry’s compiled receipts. In contrast, 
manufacturing wages amount to about one-fifth of 
the (unconsolidated) value of manufacturing sales. 
The transportation industry is thus isolated from 
the spiraling decline in costs and selling prices that 
makes a sharp decline in manufacturers’ prices 
possible. 


Effect on Transportation 


Moreover, because wages are so large a part of 
the transportation industry’s costs, the rising trend 
of wage rates in the past several decades has im- 
posed a sharp uptrend in transportation rates of all 
common carriers. Despite the near financial collapse 
of the railroad system during the ’thirties, when one 
third of rail trackage in the U.S. was in receivership, 
freight revenues per ton mile showed virtually no 
decline. In the ’forties and ’fifties, revenue per ton 
mile has continued to increase, as a result of rate 
Increases, even though inroads by highway carriers 
have progressively skimmed the high-revenue cream 
out of rail freight traffic. In the absence of anything 
short of a violent depression, no reduction of rail 
transportation costs and unit revenues can be 
expected. 

For much the same reason, distribution costs in- 
curred in wholesale and retail trade can hardly be 
expected to fall. As a share of the sales dollar, profit 
margins in distribution are extremely small, and 
unit costs, representing almost entirely wages, are 
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more likely to increase than to decline. 
The Price Structure in Food 


The effects of the revolution in labor and distri- 
butive costs are nowhere more clearly seen than in 
the price structure of the American food industry. 
As a result of increased transportation, processing 
and handling costs, the farm produce which enters 
into food consumption now accounts for less than 
half of the consumer’s food dollar. Since 1946, the 
farm value of crops entering into food consumption 
has increased about 2% : at the same time, the “mar- 
keting margin’”—processing, packing, transportation 
and handling charges—has increased 18%. The total 
costs to consumers of a market basket of farm foods 
priced by the Department of Agriculture has risen 
from $767 to $1005. Of this increase of $238, only 
$57 has gone to the farmer, and $185 to marketing 
and transporting agencies. The farmer’s share of 
the total has fallen from 52% to 45%. 

The effect of this rising marketing share of the 
total has been to make retail food prices relatively 
insensitive to changes in farm prices. Marketing 
costs tend to remain unchanged in the short run, and 
hence a decline at the farm level becomes a much 
smaller percentage decline at the retail level. Much 
the same mechanism is now operating in the markets 
for virtually all finished goods. The distributive mar- 
gin has swollen, and tends to remain inflexibly high 
because it consists of inflexible labor costs. Whether 
this combination will forestall the forces which have 
in the past made for violent postwar deflations re- 
mains to be seen, but it is at least true that in no 
past deflation have these sustaining elements been 
present. 


Conclusion 


We have seen that the built-in elements of high 
fixed costs, particularly monetary changes, high 
labor and transportation, have a decisive influence in 
maintaining a rigidly high price level. This has an 
important significance from the standpoint of busi- 
ness as it is probably impossible, on the whole, to 
attract mass volume buying through lowering prices 
without cutting too deeply into the margin of profits. 
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13 ecause of the reversal in the business trend 
since last autumn and the growing impression among 
investors that profits may be lower this year, the 


ceding quarter and the corresponding period of last 
year, a quarter in which, incidentally, peak profits 
for the year were reached. 

Unless the current down trend in industrial opera- 
tions and business, generally, is reversed in the 
comparatively near future, it is likely that the 
second quarter may also show a decline. In that 
case, earnings for the first half of the year would 
be well below the corresponding period last year and 
investors, in that case, would have to take into 
account the automatic reduction in the margin of 
earnings over dividends. 

The question then arises as to whether, as a result 
of lower earnings, there would be a reversal in the 
favorable trend of dividend payments since 1948. 
In that year, total dividends, according to the 
Security & Exchange Commission were $6.1 billion; 
in 1949, $6.4 billion; in 1950, $7.9 billion; in 1951, 
$8.1 billion; in 1952, $8.3 billion, and in 1953, $8.5 
billion. 

Dividends Not Affected by 1948-9 Earnings Drop 

What is particularly interesting about the above 
figures is that the business slump from approxi- 


mately the end of 1948 to mid-1950, had no appre- 
ciable effect on dividends, as a whole. In fact, total 
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Importance of Liquid Assets 


The first of these is the liquid assets position of! 
corporations. At the end of 1953, for manufacturing 
concerns alone, this stood at $29 billion (including 
sums due from the government) and compared with 
$18 billion at the end of 1948. The increase of $11 
billion in liquid assets—cash, government and 
marketable securities—during this period is an im- 
portant factor in the capacity of corporations. to 
maintain dividends, barring a prolonged and severe 
decline in earnings. 

The same impression of formidable financial 
strength is offered by working capital figures for the 
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between October of 1949 and April of 1950. In| dow 

that period, earnings dropped about 10% as com-| ble 

pared with the same period the previous year. A} edu: 

1954 decline of 10% in profits, therefore, if we are| “Ve | 
to be guided by the experience of 1949-1950, would 
hardly be sufficient to cause directors to lower divi- 

dend payments below 1958 rates. 

We do not know, of course, whether the prospec-| A 
tive drop in profits will be held to 10%, and we cer-| outlo 
tainly have no inkling as to what the last half of the 
year holds in store. Outside of the actual extent of| 
the coming decline in corporate profits, however, 
we do possess information on other factors which 
may have an equally important bearing on dividend|]| ~_ 
payments during the coming year. 
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ates | $80 billion, compared with about $63 billion at the J{ [| 
wn- | end of 1948. Just as a comparison, it is interesting || 
eed | to note that total working capital is now equivalent 
irb- | to about ten times total dividends paid in 1953. This J. 
the | figure, of course, includes inventories, receivables |] ; l CAF 
end | and other items of the sort. — a. | 
ual Returning to manufacturing corporations, it is to J) 
se, | be noted that liquid holdings of about $29 billion are 
cir. | approximately five times the amount disbursed in 
7 be dividends in 1953 by companies reporting to the || 
‘act, | S-E.C. It is obvious that this tremendous cash back- ] 
hem | log is a determining factor in the outlook for divi- 
ted | dend payments. 
‘iod. During the next two years and longer, many cor- 
ver, | porations will benefit from the increased cash flow 
the | arising from accelerated amortization allowances. 
sec- | About $29 billion in accelerated depreciation certi- 
put | ficates is outstanding. With credits of 60% over a 
ents | five-year period, chargeoffs for depreciation are 
.om- | likely to reach an annual total of nearly $3 billion. 
/un- | This means that the corporations benefited will have 
were | the use of these additional funds during the life of | 
de- | the amortization certificates. es = “7 ne ts 
arn- Furthermore, under proposed legislation now be- 
fore Congress, there is a possibility that existing de- 
e of | Preciation charges may be liberalized which would seriously consider financng through issue of common 
ring | Provide an additional source of cash outside of the stock For years, most financing has been through 
; fa-| new cash flow from accelerated amortization. bonds. In 1953, for example, less than $2 billion 
very| _ The above, of course, is offered as a generalization was financed through equities compared with nearly 
srves | On the overall situation. It does not necessarily cover 9 pillion in bonds. The ratio of funded debt to 
- the| each company. Individual companies may not be capitalization of American corporations is already at 
and| materially benefited from the above depreciation 4 yery high point, the highest in history and it is 
gen-| Credits, or benefited at all. All this, however, can be obvious that sooner or later the trend must be re- 
were| determined with a fair degree of accuracy by ex- versed, 
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r. A| requirements have held dividends down to conserva- yet been passed, it seems certain that further cuts 


—+———- 40 








SSE 
WS 


30 


~ 
%,* 
\ 


GG 


> 


~ 


XV 


UNDISTRIBUTED 
PROFITS 














e are| tive levels in many instances. will be legislated. All this offers an improved back- 
vould ' , ai, ground for further tax cuts in coming year. 
divi- Financing Methods and Dividends Corporation directors undoubtedly will eventually 


; po desire to take advantage of this change in basic con- 
spec-/ A second important factor involving the dividend ditions affecting financing through stock issues. But 
2 cer-| Outlook is the fact that directors are commencing to in order to promote the (Please turn to page 44) 
f the 
nt of 















































a ot ciintinnenel aur: 
yever, . i - : : 
tetova Earnings—Dividends—Cash Position—10 Leading Companies 
idend —— Period of Recession 1948-49-————____ ———_——————Period of Readjustment 1953- ? ——————_____ 
1948 Percent 1953 
| Liquid Dividend Liquid Times 
Earnings Per Share Assets Dividend Per Share Pay-out Earnings Per Share Assets Dividends Per Share Dividend 

1948 1949 Per Share 1948 1949 in 1949 1952 1953 Per Share 1952 1953 Covered* 
on of| Bethlehem Steel .................... $ 936 $968 $19.79 $2.40 $ 2.40 24.8% $ 8.80 $13.30 $53.26 $400 $400 2.4 
| rin RENIN 5508s cine vas nt ade es 4.46 5.10 12.25 2.55 2.70 52.9 4.11 4.71 12.29 2.80 2.80 1.3 
u - g Douglas Aircraft .................. 4.85 4.58 29.53 2.50 4.62 100.0 8.99 15.46 46.41 3.75 6.50 1.7 
uding} |) General Motors... 486+ 7.32 10.05 2.25 4.00 546 6.26 6.69 4.20 4.00 4.00 1.2 
| with) ]] Goodrich (B. F.)..0.........0000.... 5.51t 4.78 6.05 1.83 1.83 38.2 7.60 8.16 22.19 2.65 2.75 2.2 
yf $11 International Harvester ........ 3.92 4.36 5.92 1.70 1.70 39.0 3.76 3.46 10.17 2.00 2.00 1.3 

and Texas Company .................... 6.01} 4.81 7.06 1.50 1.87 38.8 6.59 7.01 8.76 3.00 3.40 1.5 
A Union Carbide & Carbon... 3.55 3.20 5.47 1.66 2.00 62.4 3.41 3.55 4.84 2.50 ye 
TN 1M-{] West Virginia Pulp & Paper. 2.831 2.32 3.00 1.00 75 32.2 2.47 2.83 9.30 1.00 1.00 2.1 
ns. to Westinghouse Electric............ 3.88 4.95 i 6.83 V5 1.40 28.2 4.23 4.53 13.78 2.00 2.00 1.7 
5 re ts 
sealing *—Dividend coverage if 1954 earnings are 25% under 1953. 1_Adjusted for 4-for-1 split; but does not include acquisition 
2 t—Adjusted to present capitalization. of Hinde & Dauch. 
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By “VERITAS” 


TAX CUTTING looms as the preferred issue for con- 
gressmen who come up for re-election in November. 
When not a single republican voted to support Presi- 
dent Eisenhower in his plea that the net income 
from excises not be lowered it was clear that Chair- 





WASHINGTON SEES: 


Under the whiplash of public opinion, organ- 
ized labor is making real headway in the drive 
against commies and fellow travelers, but much 
remains to be done. It is no longer considered 
good business to remain affiliated with a union 
which has left-wing domination. The membership 
rosters and treasuries are showing that reaction. 

More than four years ago, CIO lifted the char- 
ters of 11 unions which had three-quarters of a 
million members at that time; the drastic step 
being taken when the accused groups neglected 
to follow orders to purge their ranks of pinkoes 
or worse. About 75 per cent of the members then 
on the rolls have dropped out or switched to 
non-fifth amendment associations. 

Under attack, the Mine, Mill and Smelter Work- 
ers find its membership drifting away, choosing 
either the CIO Steelworkers, or John L. Lewis’ 
United Mine Workers. In three instances, CIO- 
expelled unions abandoned their separate iden- 
tity to remain afloat as subsidiaries of other 
groups of the same stripe; three sacked their 
leaders and came in a body into CIO. 

These moves have simplified the job of congress 
by isolating the areas in which legislation may 
be the only cure to red coddling. Sore spots still 
exist on both coasts—International Longshoremen’s 
Union on the Atlantic side, and Harry Bridges’ 
warehousemen on the Pacific. 

The requirement that union chiefs sign non- 
communist affidavits as a prerequisite to gaining 
benefits of the labor-management law _hasn’t 
worked. Leftist unions prefer strikes to true bargain- 
ing; or officers stand aside while individuals free of 
the signing requirement act for unions. 
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TAXES AND VOTES FOR CONGRESSMEN 


man Daniel A. Reed of the ways and ‘means com- 
mittee knew whereof he spoke when he said: “Con- 
gress will write this tax bill.” That was his reply to 
urgings that Ike’s wish be kept in mind. Democrats 
accounted for almost every one of the 200 votes to 
recommit the bill for additional slashes, losing by a 
scant 13. Every speech seemed to be written for 
street-corner rallies back home, as republicans and 
democrats alike vied for the distinction of cutting 
taxes, none touching the subject of needed revenues. 


ECONOMY can be carried too far congressmen con- 
cluded when they examined the Agriculture Depart- 
ment’s budget and found no request for funds to 
publish the annual Yearbook of Agriculture—second 
in popularity, perhaps, only to the Labor Depart- 
ment’s “Infant Care,” which runs the bible a close 
second in yearly distributions. Constituents demand 
for the Yearbook was the chief motivation; it’s an 
imposing, facts-packed volume which the congress- 
men can hand out free. But there was a penny-wise, 
pound-foolish aspect, too: the data contained in the 
book costs $60 million to compile; it costs $217,000 
to make that material available to the public, the 
only purpose of compilation. 


REMOVAL of the Washington Times-Herald from the 





newspaper field through its purchase by the Washj-——+£ 


ington Post is one of the most important business 
transactions the Capital has witnessed in many 
years. The city now has only one morning news; 
paper—not an unusual situation, but in this instancé 
it stills the voice of conservatism in government 
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Nations which are carrying on limited trade 
with Soviet satellites won't lose United States financial 
aid. President Eisenhower has given his answer to 
critics on foreign affairs by directing that assistance 
continue to flow to Denmark, France, Italy, Norway, and 
the United Kingdom -- this in spite of the fact that some of 
their trade with the serf states involves goods of 
"primary strategic importance." The White House had 

been accused of "batting zero" by its refusal to cut off 
aid to countries engaged in such commerce 3} was charged 
also with violating the provisions of the Battle Act 
(named after a congressman, not a section of the 

Acts of War). 

















This is the time of the year when attention in 
Washington is concentrated on domestic issues: taxes, 
appropriations. The GOP family fight is another detour 
from global considerations. But the President's order is 
another illustration that the White House is busy with more important (to the nation) 
things than who sad what about whom, and who should be called what name in retaliation. In 
spite of all the sound and fury, it can clearly be demonstrated that the President was: 
1. Pursuing the congressionally-approved foreign policy as laid down in the North 
Atlantic Treaty Organization. 2. Following a concept that goes as far back as the 
Monroe Doctrine, by not attempting to interfere in the internal operations of a friendly 
government. 35. Administering the Battle Act in the manner congress directed. 


















































it is not easy to impress upon a purposefully closed mind that this nation 
cannot legally and tactically pursue any other course, so long as there is a foreign 
relief program. To attempt to tell Great Britain, for example, what nations she may 
do business with and which she must reject is in effect making a colony out of England. 
Any hint of reverse treatment would cause howls of angry protest. And while the 
Battle Act was designed to keep the nations this country aids from giving comfort, and 
strength, to our enemies, the law takes a realistic view. It isn't cited by the 
diehard isolationists, but the law says the President may continue "Such assistance to 
a country which permits shipments other than arms, ammunition, implements of war, and 
atomic energy materials when unusual circumstances indicate that the cessation of aid 
would clearly be detrimental to the security of the United States." Obviously, alien- 
ating the friendship of the countries named would remove a strong defense arm. Else, 
why a NATO at all? 
































The Presidential announcement came soon after General Gruenther arrived in 
this country and was closeted with the President. He made a first-hand report on his 
NATO command, presumably added the basic reasons and some of the detail on which the 
White House will go to congress for money to keep the Organization in top working 
order. Any request for funds is certain to run into difficulty. It's possible that 
there may be some reductions, although present indications do not point to that hap- 
pening. A few want all foreign assistance stopped, but they are voices crying in the 

















, Wilderness, and it could be that they are talking for the record only. 





But the foreign policy will continue under assault so long as there is the 
completely sincere isolationist bloc in congress. The views of that group are given 
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the respect they deserve; but the stay-at-home idea hasn't caught on in the past and 
if it's moving in any direction it is in retreat. Sporadic outbursts irk the Adimin- 
istration. Most recent was the questioning of State Secretary John Foster Dulles who 
came from the Big Four meetings with just about everything he went after. Dulles was 
amazed, deeply disappointed, at the suggestion that he lost a conference when the 
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written record showed it studded with achievements of accomplishment in United States 
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Giplomacy. The assaults will continue, but the line will be held. The program is 
bi-partisan in creation and execution. It continues to have bi-partisan backing. 
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TAX CUTTING looms as the preferred issue for con- 
gressmen who come up for re-election in November. 
When not a single republican voted to support Presi- 
dent Eisenhower in his plea that the net income 
from excises not be lowered it was clear that Chair- 





WASHINGTON SEES: 


Under the whiplash of public opinion, organ- 
ized labor is making real headway in the drive 
against commies and fellow travelers, but much 
remains to be done. It is no longer considered 
good business to remain affiliated with a union 
which has left-wing domination. The membership 
rosters and treasuries are showing that reaction. 

More than four years ago, CIO lifted the char- 
ters of 11 unions which had three-quarters of a 
million members at that time; the drastic step 
being taken when the accused groups neglected 
to follow orders to purge their ranks of pinkoes 
or worse. About 75 per cent of the members then 
on the rolls have dropped out or switched to 
non-fifth amendment associations. 

Under attack, the Mine, Mill and Smelter Work- 
ers find its membership drifting away, choosing 
either the ClO Steelworkers, or John L. Lewis’ 
United Mine Workers. In three instances, ClO- 
expelled unions abandoned their separate iden- 
tity to remain afloat as subsidiaries of other 
groups of the same stripe; three sacked their 
leaders and came in a body into CIO. 

These moves have simplified the job of congress 
by isolating the areas in which legislation may 
be the only cure to red coddling. Sore spots still 
exist on both coasts—International Longshoremen’s 
Union on the Atlantic side, and Harry Bridges’ 
warehousemen on the Pacific. 

The requirement that union chiefs sign non- 
communist affidavits as a prerequisite to gaining 
benefits of the labor-management law hasn’t 
worked. Leftist unions prefer strikes to true bargain- 
ing; or officers stand aside while individuals free of 
the signing requirement act for unions. 
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By “VERITAS” 


AAO “_€  uick course in political technic is in order. 


man Daniel A. Reed of the ways and means com- 
mittee knew whereof he spoke when he said: “Con- 
gress will write this tax bill.”” That was his reply to 
urgings that Ike’s wish be kept in mind. Democrats 
accounted for almost every one of the 200 votes to 
recommit the bill for additional slashes, losing by a 
scant 18. Every speech seemed to be written for 
street-corner rallies back home, as republicans and 
democrats alike vied for the distinction of cutting 








taxes, none touching the subject of needed revenues.| ££ 


ECONOMY can be carried too far congressmen con- 
cluded when they examined the Agriculture Depart- 
ment’s budget and found no request for funds to 
publish the annual Yearbook of Agriculture—second 
in popularity, perhaps, only to the Labor Depart- 
ment’s “Infant Care,” which runs the bible a close 
second in yearly distributions. Constituents demand 
for the Yearbook was the chief motivation; it’s an 
imposing, facts-packed volume which the congress- 
men can hand out free. But there was a penny-wise, 
pound-foolish aspect, too: the data contained in the 
book costs $60 million to compile; it costs $217,000 
to make that material available to the public, the 
only purpose of compilation. 
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newspaper field through its purchase by the Wash, 
ington Post is one of the most important business 
transactions the Capital has witnessed in many 
years. The city now has only one morning news; 
paper—not an unusual situation, but in this instance 
it stills the voice of conservatism in government, 
near-isolation, and unyielding republicanism, as only 
Col. Robert R. McCormick can give that voice vol, 
ume. The Chicago Tribune publisher relinquished his 
Washington holdings because of his age and declin: 
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Nations which are carrying on limited trade 
with Soviet satellites won't lose United States financial 
aid. President Eisenhower has given his answer to 
critics on foreign affairs by directing that assistance 
continue to flow to Denmark, France, Italy, Norway, and 
the United Kingdom -- this in spite of the fact that some of 
their trade with the serf states involves goods of 
"primary strategic importance." The White House had 
been accused of "batting zero" by its refusal to cut off 
aid to countries engaged in such commerce $; was charged 
also with violating the provisions of the Battle Act 
(named after a congressman, not a section of the 
Acts of War). 

















This is the time of the year when attention in 
Washington is concentrated on domestic issues: taxes, 
appropriations. The GOP family fight is another detour 
from global considerations. But the President's order is 
another illustration that the White House is busy with more important (to the nation) 
things than who sad what about whom, and who should be called what name in retaliation. In 
spite of all the sound and fury, it can clearly be demonstrated that the President was: 
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Republican strategy in congress from this point out will be to sidetrack the 
discussions which do not hold the promise of early final action, and fix eyes on the 
calendar for an early adjournment date. There has been noticeable speed in commit- 
tees.. The best example is the manner in which excise tax cuts were sped through the 
house. The Administration didn't put up a real fight in the ways and means committee, 
officially made no contest when the measure reached the floor. The senate already had 
been marked down for token resistance on the part of the Treasury -- "going it alone” 
so as not to involve the White House in anything that might bring on retaliation. All 
committees have republican chairmen and majorities; they pipe the tunes, call the turns. 


























No political party is immune from internal troubles. Just as the democrats 
were rejoicing over the goings-on in the camp of their opposition, Adlai Stevenson 
came to speak the wisdom of the democrats and proceeded to throw the beam out of 
focus. The demmies were doing very well -- at least they thought so -=- in the effort 
to sell the idea that they were under-dog in a campaign of insult in which everything 
including the capital offense of treason had been charged against their party members, 
not their party leaders only. Stevenson's reply in kind made his followers parties to 
the crime of slander, if one exists; in any event it watered down a campaign Strategem. 




















In national headguarters and on Capitol Hill the democrats had been beaming 
confidence that current practices in the GOP would cause the party's own downfall, 
come the November election. That was better, they reasoned, than to set up a rallying 
post to bring republican unity, as the Tom Dewey speeches had united the democrats 
when the threads were showing signs of breaking. Adlai succeeded in giving the repub- 
licans a large TV and radio audience - nationwide political rally at no cost. It gave 
the White House the opportunity to re-assert its domination of the government by 
selecting Vice President Nixon to make the rebuttal; it presented the opening, 
promptly availed of, for the GOP National Committee to show it fears no individual, 
recognizes no party leader but Ike. 






































Agriculture Secretary Ezra T. Benson still cannot see how placing American 
butter on Russian tables could affect the power of the Free World to defend itself 
against aggression. Especially when it will have the effect of improving the economy 
of the United States, won't give the Soviet any price concession, and might have some 
Slight diplomatic advantages. Benson should know something about foods, whether a Red 
with butter on his bread or cooked in his food is more belligerent or anti-capitalistic 
than one who eats margarine. The Secretary doesn't think so, and as a Mormon mission- 
ary he probably has an additional inherent, deeper-rooted urge. 
































The senate fight against treaties which may have the effect of imposing laws 











("wetback") law as it went to the White House for assured Presidential approval. But 
it could be pointed out that the basic purpose of the Bricker Amendment already was 
written into the Act before congress was faced with the necessity of ruling on the 
Ohioan's proposal; that national policy controls anyway in such situations. The Mexi- 
can farm labor import program will be continued without an international agreement 


between this country and the neighbor to the south. 














The legislation will permit resumption of recruiting at border points, of 
Mexicans who enter the United States under the immigration regulations for employment 
on U.S. farms. The agreement between this country and Mexico on recruiting Mexican 
farm workers expired Jan. 15. The Comptroller General later ruled that the Labor 
Department could not use funds for the program because of expiration of the agreement. 
Negotiations for renewal of a new agreement bogged down because Mexico proposed inclu- 
Sion of wage fixing and labor representation provisions which are contrary to laws of 
this country. The suggestion that some international agreements in the past had the 
capacity to impose foreign-made laws upon citizens of the United States ran through 
the arguments made by proponents of the Bricker Amendment. 
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* * * 


Latin America 


wants to get in on 


U.S. Give-Away 


Program 


By V. L. HOROTH 


4, seems sometimes that the citizens of the 
United States are destined to work hard and re- 
frain from spending dollars on themselves in order 
to share them with countries that have failed to 
put their houses in order or those that possess vast 
natural resources and have done little to develop 
them. The latest claimants for special “dollar” con- 
sideration are some of the countries in Latin 
America. Having witnessed the Hand-out by the 
United States of some $50 billion to foreign lands 
since the end of World War II, they too want to get 
on the “gravy train”. 

They have found themselves in economic difficul- 
ties and, fearing that business recession in the 
United States and the return to a more normal 
situation in world markets will make things even 
worse, they are asking us to underwrite, so to speak, 
their present earning capacity. Their chief argu- 
ment is that if we let things get worse, economic 
difficulties will “create turbulent waters for com- 
munist fishing expeditions”. 

The sounding board for Latin America’s demand 
for economic aid is the 10th Inter-American Con- 
ference held in Caracas, Venezuela last month. The 
demands boil down roughly to this: (one) Latin 
America wants the United States to agree to a long- 
range plan for the stabilization of raw material 
prices. This plan would work something like the 
Wallace’s ill-fated “ever normal granary plan” and 
would be tied to the U. S. stockpiling program; (two) 
Latin America wants the United States to supply 
her with more “risk” capital to speed the develop- 
ment of her natural resources to keep pace with 
the rapidly expanding population. 

The first demand is based on the claim that Latin 
Americans—much as our own farmers claim of their 
situation—are not receiving fair prices for their 
products, coffee and cocoa excepted. They point out 
that, owing to the drop in prices of nonferrous 
metals, textile fibers and other products, their pur- 
chasing power is declining, at the time when the 
prices of manufactures, their main imports, are 
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going up. The basis of the second demand is that the 
reconstruction of Europe has deprived Latin America 
of investment capital and investment goods and that 
the International Institutions, the International 
Fund in particular, have failed to stand by when 
Latin America has needed help. What apparently 
has added to the irritation of Latin Americans is 
the decision of the U. S. Treasury to go easy on 
Export-Import Bank lending. 

The various plans are now to be drafted and 
studied with the aid of the Inter-American Economic 
and Social Council. They are then to be discussed at 
a meeting of the American Finance and Economic 
Ministers, to be held sometime this summer, prob- 
ably in Rio de Janeiro. A rather incongruous note in 
all this is that the leader in this campaign “for the 
United States doing something for Latin America” 
is Argentina. Yet until quite recently Argentina 
never missed the opportunity to denounce the United 
States as the “economic exploiter of Latin America.” 
The brainchild of President Peron, the Latin Ameri- 
can Economic Union, signed so far by Argentina, 
Paraguay, Chile, Bolivia, and Ecuador, was intended 
to “emancipate” Latin America from “economic sub- 
servience” to the United States. 











Getting Better Prices But Exporting Less 


Is it true that Latin American countries are so 
badly off in respect to the prices they receive for 
their exports and the prices they pay for their 
imports? The answer is: “absolutely no.” They are 
much better off than they were before the war, as 
will be seen from data prepared by our own Depart- 
ment of Commerce and shown in the accompanying 
table. As a matter of fact, they have been so well 
off throughout the whole postwar period that, smaler 
exports at higher prices have enabled them to pay 
for an increased volume of exports. A classic example 
is Brazil, where in 1952 a volume of exports about 
60 per cent that of prewar, paid for imports nearly 
twice as high in volume as in 1938-39. 

The real cause of the troubles for which the 
United States is being blamed now is that Latin 
American countries failed to put their houses in 
order when it was the time for it, first right after 
the war and again during the recession in 1948-49. 
As it was, the rise of raw material and foodstuff 
prices bailed them out first in 1946, when we took 
off our price controls, and again after the outbreak 
of the Korean war. Now that many Latin American 
countries are facing stiffer competition in world 
markets and that the inevitability of lowering costs 
and checking internal inflation is at hand, they are 
crying “uncle,” describing themselves as “disaster 
areas” in need of a Marshall Plan for the Western 
Hemisphere. 

A typical case is Chile, which is on the brink of 
serious economic troubles, with prices rising annu- 
ally from 20 to 30 per cent. The Korean war bailed 
out Chile temporarily by advancing the price of its 
chief export product, copper, from about 24 cents 
to anywhere between 30 and 50 cents a pound. In- 
stead of saving the extra earnings and reinvesting 
them in the country’s economy, everybody went on 
a spending spree. The workers asked for an increased 
share of the national pie, and the Government’s 
budget expenditures nearly doubled in the last three 
years. Production costs went up. Now, with copper 
plentiful, nobody wants the high-cost Chilean prod- 




















Prices Paid by Latin America for Her Imports 
and Prices Received for Her Exports 
Prices Prices 
Paid for Received 
Imports for Exports 
(1936-38 — 100) 
1950 
Q 1 177 274 
2 : 173 281 
3 . 177 314 
4 187 336 
1951 
Q 1 196 355 
2 ; 204 382 
3 203 372 
4 201 360 
| 1952 
Q 1 202 358 
2 203 356 
3 203 352 
4 202 345 
Based on the Dept. of Commerce data. 
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uct, and the country is losing out to Northern 
Rhodesia and the Belgian Congo which have been 
able to adjust their costs to the prevailing price. 

Much the same situation exists in Brazil in cot- 
ton, in Bolivia in tin, in Uruguay in wool, and in 
Argentina in meat. Their prices and costs are too 
high, and the countres do not dare to lower these 
costs for fear of a political blowup that would lead 
to the collapse of existing governments. Even in 
Venezuela, the recent drop in petroleum production 
was basically due to the fact that rigid Venezuelan 
production costs prevent competition with cheap 
Near Eastern petroleum. 

The coffee countries have, of course, nothing to 
worry about for some time. Even before the recent 
rise of coffee prices, they were more prosperous than 
ever before, and in the midst of a building boom 
that in Colombia, Nicaragua, Honduras and El Sal- 
vador is transforming and modernizing cities as well 
as the countryside. Guatemala and Costa Rica would 
certainly have enjoyed as great prosperity if their 
pro-leftist policies were not discouraging to domestic 
and foreign capital. 

Among non-coffee countries, Venezuela continues 
to be prosperous, with the per capita income near the 
$500 level, higher than in many Western European 
countries. Nor does Peru need any Marshall Aid. She 
too is in the midst of a private building boom that, 
in combination with very ambitious government 
highway and public utility pregrams has brought on 
over-importing and what seems a temporary weak- 
ness of the soil. Mexico, too, is prosperous and ex- 
panding, even though her dollar earning capacity 
like that of Peru, needs to be expanded. 


Decline in Export Capacity 


The real need in Latin America is not for any 
disaster aid or Marshall Plan, but (one) for cost 
cutting, (two) for expansion of export capacity, and 
(three) for increased food production. Latin Ameri- 
ca’s population—we have an example of it in Puerto 
Rico—is increasing faster than in any other part of 
the world, at the rate of about 314 million a year. 
In addition, the per capita consumption of food 
has also been increasing. Unless food production is 
expanded, especially in countries like Brazil, Chile, 
and Mexico, there will be a constant danger of run- 
away inflation. 

The core of the problem is how to increase export 
capacity. In many Latin American countries, where 
exports depend upon foodstuffs (meat in Argen- 
tina), or textile fibers (cotton in Brazil), the export 
capacity is reduced because of growing internal con- 
sumption. But the foreign exchange earning capacity 
was also recklessly reduced by industrialization. At- 
tracted by relatively higher wages in government- 
protected industries, farm workers and miners 
flocked into the cities. In Brazil, for example, rural 
areas in general are short of labor except in the 
northeast, and one of several reasons for the present 
high prices of coffee is inadequate care of coffee 
orchards. 

Everything would have been all right if, through 
the increased use of mechanical equipment, the pro- 
ductivity of those who remained on farms or in 
mines had increased. But nothing of that sort has 
happened. Productivity remains as low as before, 
because the Latin Americans insist on pursuing old 
fashioned methods of cultivation. In some cases, 
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Selected Comparative Statistics for the American Republics 
———1953-—___ Gold & Dollar 
Nat. Income Motor Corporate Foreign Trade Holdings 
Per Capita Population Vehicles Tractors Taxes as Exports Imports Dec. Dec. 
1952 1952 1952 1950 % of Net to U.S. from U.S. 1952 1953 
U.S. $ (000,000) (000) (000) Earnings (000,000 $) (000,000 $) 
DOLLAR COUNTRIES: 
Venezuela 424a 5.3 154 7.7 27.0 441 511 532 é08 
Cuba 360b 55 150 8.0 26.4 431 426 515 527 
Panama 342 9 15 4 6.7 17 83 81 90 
Colombia 251b 11.8 83 6.5 56.4 466 284 193 236 
Dominican Republic 189 22 10 6 52 47 56 51 
Guatemala : 186 2.9 17 2 3.5 63 44 62 65 
Mexico 183a 26.9 370 32.0 37.7 356 643 376 325e 
El Salvador 176c 2.0 11 5 65 37 55 56 
Nicaragua 140b 1.1 5 4 75 26 16 lée 
Honduras 131b 1.5 4 a 30 35 62 66 
Costa Rica 125¢ 2 9 6 35 38 14 14e 
Bolivia 100b 3.1 14 7 15.8 63 18 47 41 
Ecuador ... 81c 3.4 16 9 13.8 45 42 46 46e 
Haiti 40c 3.1 7 al 17 29 
Totals 70.6 865 59.6 2,105 2,255 2,055 2,141 
“NON-DOLLAR” COUNTRIES: 
Argentina 288a 18.1 367 25.0 182 104 407e 530e 
Chile 263 59 83 6.0 45.3 242 98 121 120 
Uruguay 253¢ 23 86 10.5 20.2 53 24 301 335 
Brazil 220b 54.5 564 15.7 17.9 769 294 390 419 
Peru 109a 9.0 72 2.4 24.1 87 119 107 104 
Paraguay 73 5 5 at 20.2 5 18 5 5 
Totals : 91.3 1,177 59.7 1,338 657 1,331 1,513 
Total Latin America 213 161.9 2,042 119.3 3,443 2,912 3,386 3,654 | 
United States 1,850 160.0 54,745 3,786.0 
a—1951. b—1950 c—1949 e—Estimate. 




















where mines or land were nationalized, productivity 
is even lower than before the Second World War. 
Until quite recently, the mines and the farms were 
the last ones to be alloted foreign exchange to pay 
for imported equipment. First industrial equipment 
imports were favored, and now fuel and raw mate- 
rials get preference to keep the new factories busy 
and the new industrial working class reasonably 
happy. 


A Better Balanced Economy Needed 


The reaction in Latin America to the drop in 
prices during and following the great depression was 
to strive for self-sufficiency. This included industrial- 
ization, nationalization of public utilities and of 
certain basic national resources, and economic na- 
tionalism in general. But in pursuing this ideal, most 
Latin American countries went too far. Their econo- 
mies are unbalanced. They have discovered that in- 
dustrialization does not mean self-sufficiency ; instead 
of importing relatively better-made and cheaper 
manufactures from abroad, they now spend their 
foreign exchange earnings for fuel, raw materials, 
and often food. 

What is primarily needed in some Latin American 
countries is the restoration of a better balance in 
their economies. In this respect the situation is per- 
haps worst in Argentina, Brazil, and Chile, the coun- 
tries most vociferous in demanding aid. Mexico has 
long recognized that a balanced economy is essen- 
tial, and President Aleman and his able successor, 
President Cortinez, have spared no efforts to raise 
the country’s level of food production and to encour- 
age foreign-exchange-earning industries. Mexico is 
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now in third place as the world’s largest coffee pro- 
ducer, and the receipts from coffee exports may go 
a long way to offset lower earnings from the exports 
of nonferrous metals and cotton. 

In Peru, Ecuador, and Uruguay, where a fair bal- 
ance has been preserved, expansion of foreign- 
exchange-earning capacity is also essential if these 
countries are to maintain the present rate of growth. 


Barriers to Investment; Inflation and Nationalism 


Ordinarily the expansion of export industries in 
cases where they are chiefly financed by local capital, 
as in Argentina or Brazil, should not create great 
problems. There is plenty of money available. How- 
ever, because of inflation, foreign exchange and price 
controls, local capital is reluctant to take risks. The 
private individual still prefers to protect himself by 
buying land or building a house. That explains the 
fabulous real estate prices and building booms in 
all Latin American countries where inflation is a 
problem. The construction industries in turn com- 
pete for local materials and labor and make invest- 
ment in an export industry risky, because the costs 
are rising rapidly. 

With savings siphoned into housing construction, 
the banks and the government are often the principal 
enterpreneurs. In Chile, for example, industrializa- 
tion and economic diversification is chiefly the work 
of the Government Development Company, the Fo- 
mento; similar institutions also exist in other Latin 
American countries. Some of the Fomento develop- 
ments are really disguised government monopolies, 
employing relatively little labor and importing for- 
eign raw materials. As a (Please turn to page 58) 
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No. I of Our Special Studies of Major Industries 


1 ecause of the ever-present television set 
and radio receiver in the American home and even 
beyond our threshold, the public almost invariably 
thinks of electronics exclusively in terms of these 
common consumer products. Actually, both items 
combine to give the electronics makers about one- 
third of their over-all revenues. Thus, while they 
bulk importantly among the products that contribute 
to a $5 billion annual business, there are literally 
hundreds of other items turned out by the industry 
for national defense, industrial and commercial use, 
in addition to the consumer market. 

The electronics industry almost daily comes up 
with new products and new uses for its goods. The 
items that have become bread and butter to this 
business range from the paper-clip size transistor, 
that often supplants the vacuum tube and sells for 
a few dollars, to the room-size electronic computer, 
that supplants the human brain and is so prohibitive 
in cost it is leased rather than sold. 

While the free world is filled with anxiety as it 
watches the race with the Soviet Union for atomic 
supremacy, it is hardly less important that we con- 


tinue to maintain our electronic leadership. For 
every branch of the military leans heavily on this 
science, including the atomic field. Greatest growing 
segment of the electronics industry is the military 
application. From a revenue standpoint, the Govern- 
ment is twice as big a customer of this industry as 
the people who buy its radio and TV sets. 


Electronics A Major Industry 


In 1953 the electronics business registered an all- 
time peak, surpassing the feverish activity reached 
at the height of World War II. The total value of 

products turned out bv the industry last year thus 

came to about $5 billion compared with approxi- 
mately $4.2 billion in 1952 and the previous peak of 
$4,600,000,000 attained in wartime 1944. 

The rise of nearly 20% in the over-all business 
from 1952 was due largely to a jump of 20% in 
radio-TV volume and an increase of 25% in military- 
equipment sales. Smaller but growing markets for 
industrial equipment and replacement parts also 
contributed to the rising volume. Before assaying the 
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Statistical Data on TV, Electronics and Movie Companies 





(A) LEADING COMPANIES IN TELEVISION 


























—————Earnings Per Share-————— ———— Dividends Per Share — Recent Div. Price Range 

1951 1952 1953 1951 1952 1953 Price Yield 1953-1954 
ANIMMRMIENNIN Goo 5 staat ss <vaxinesesscatvases tae $ 4.14 $ 3.69 $ 3.48 $ 1.00 $ 1.00 $ 1.001 21 4.7% 3234-1858 
Avco Mfg. ............ ‘ 1.10 1.20 34 .60 .60 Nil= 3 834- 412 
Columbia Broadcasting System “A”’........ 272 2.75 3.754 1.60 1.60 1.85 47 3.9 5012-381 
Cornell-Dubilier Electric 3.06 2.86 3.12 1.10 1.301 1.351 30 4.5 3234-1814 
DuMont (Allen B.) Lab. “A” (d) .11 ae 454 Py oe Nil 92 17%4- 812 

MRE m RNATM MINION. oa 2 5. sc cues 5 csokes ssa sncieestasessns 2.30 3.10 n.a. 8712 1.12% 1.50 36 4.1 3612-19 
Magnavox Co. ...........5..... 3.01 1.80 2.93 1.50 1.50 1.50 18 8.3 2214-1558 
PABEINOIE ooo. 5 5. 66.c0ccc Pore aeiecsaneed<taiarete 4.12 3.62 3.66 1.00! 1.50 1.50 37 4.0 4310-294 
Olympic Radio & Television ..... 1.11 .20 .204 701 3 Nil 4 9. 32 
Philco Corp. meats , 3.35 3.15 4.86 1.60! 1.60 1.601 32 5.0 3612-2658 

Raytheon Mfg. : : 4,42 84 1.68 Nil Nil Nil 10 1454- 8 
Sylvania Electric Products 3.81 277 3.10 2.00 2.00 2.001 36 5.5 40 -29% 
Zenith Radio 10.91 11.87 12.504 3.00 3.00 3.00 70 4.2 84 625% 

n.a.—Not available. 
1_Plus stock. *—Indicated 1954 dividend. 3—Paid in stock. 4—Estimated. 
(B) COMPANIES WITH IMPORTANT DIVERSIFICATION IN ELECTRONICS 

Earnings Per Share - — Dividends Per Share Recent Div. Price Range 

1951 1952 1953 1951 1952 1953 Price Yield 1953-1954 
General Electric* $ 4.79 $ 5.26 $ 5.75 $ 2.85 $ 3.00 $ 4.00 102 3.9% 104%2- 66% 

International Business Machines 9.15 9.81 10.67 4.002 4.00- 4.002 296 1.3 2962-224 
International Tel. & Tel. 2.60 3.09 3.00! .60- .80 1.00 16 6.2 20%4- 1312 
Minneapolis-Honeywell Regulator 3.16 3.00 3.31 2.25 2.25 2.25 77 2.9 77 - 53% 

Radio Corp. of America* 2.02 2.10 2.27 1.00 1.00 1.203 27 4.4 29%4- 21 
Remington Rand 2.96 2.71 2.001 1.00- 75° 1.00 17 5.8 1954- 135% 
Tung-Sol Electric 4.24 3.75 3.07 1.25 1.25 1.25 18 6.9 24%2- 157% 
Westinghouse Electric* |... 4.03 4.23 4.53 2.00 2.00 2.00 60 3.3 64%4- 3912 








4—Indicated 1954 dividend. 


*—Also important manufacturers of TV. 1_Estimated. 2—Plus stock. 


(C) LEADING MOVIE COMPANIES 














— Dividends Per Share — Recent Div. 

















| - Earnings Per Share-——— —-- = Price Range 

| 1951 1952 1953 1951 1952 1953 Price Yield 1953-1954 

| Loew’s Inc. $ 1.52 $ .91 $ .85 $ 1.50 $ 972 $ .80 14 5.7% 1434-1058 
Paramount Pictures 2.33 2.52 2.70- 2.00 2.00 2.00 29 6.8 3012-2412 
RKO Pictures .09 {d) 2.60 n.a. Nil Nil Nil 5% 558- 25% 
Twentieth Century-Fox Film ‘ Pr a 1.18 1.252 2.001 50 1.00 21 47 22%2-132 
Universal Pictures cece 2.11 2.15 2.35 .60 1.00 ¥25 20 6.2 © 2012-14 
Warner Brothers Pictures 2.58 2.86 1.18 1.001 1.001 90 14 6.4 17%-11'% 

n.a.—Not available. 1_Old stock, before segregation. 2—Estimated. 








in Television 





Leading Comp Companies with Diversification in Electronics 

: 7 ‘ ‘ General Electric: Sales trend over long-term definitely upward. Expansion 

Admiral Corp.: In spite of narrowing profit margin and necessarily con- : 
servative dividends, longer term outlook enhanced by broader product line. program for first 10 postwar years will total $1,100,000,000. (H) 

(H) International Business Machines: Outstanding growth record. Electronic 

“ research enhances outlook. Rentals and service on machines in use ad 

Avco Manufacturing: Over-diversification of products and competitive stability. (H) 


Pressures in appliances impede early earnings recovery (N) International Tel. & Tel.: Increasing domestic business is a favorable long- 
































For . (H) 
thi Columbia Broadcasting ‘’A’’: Substantial benefit from EPT expiration. Long- tore factor. Prospects over near term faveraiie. Yield geod. (H) 
, 1S range growth of TV broadcasting warrants retention of shares. (H) Minneapolis-Honeywell: (please see article on stock-splits). (H) 
wing saa x Radio C f America: Leadi ition in the electronics field 
, Carnall-Dubilior Elecite: Predicts fh aa Ket ‘ It adio Corp. of America: Leading position in the electronics field assures 
itary risk element in stock is wk Gineets (N). ee er por piel Alaa ee ee ne ene ee 
ern- DuMont (Allen B.) Laboratories “A’’: Capital requirements and low level Remington Rand: Competition in office equipment intensifying, but other 
‘y as of earnings appear to preclude near-term dividends. (N) lines becoming increasingly important. Stock speculative. (N) 
Hazeltine Corp.: Patent position, as well as research and engineering, Tung-Sol Electric: Growth prospects in television and electronic components 
offer prospect of further growth for patient holders. offer speculative possibilities. (H 
Westinghouse Electric: Current large expansion program will increase 
Mag Co.: Emph on quality products is constructive, but competi- production capacity greatly. EPT expiration benefits net substantially. (H) 
tive factors tend to cloud speculative appeal. (N) 
Leading Motion Picture Companies 
1 all- Motorola, Inc.: Narrowing margins, resulting from competition, point . 2 
ched toward delaying new commitments. howerise Improving oe, ae entrenched producer and exhibitor. 
ou maintain current dividend. 
1e of pa ote : bap rion ee position and erratic earnings record Paramount Pictures: Expected to show further earnings gain. Has diversi- 
thus suggest speculative character of stock, with retention in doubt. (U) fied interests and strong finances. Dividend should hold. (H) 
roxi- Philco Corp.: Pressure of lower prices and absence of recent non-recurring RKO Pictures: Deficit in 1953 may have been slightly under previous year, 
k of profit are earnings factor. Dividends should be maintained. (H) but unpromising outlook makes stock highly speculative. (U) 
AK O 20th Centu : i 
ed | P - ry-Fox: Current box office hits and favorable acceptance of 
ae gee tas eon defense See we = without CinemaScope promises further comings gain. Supplemented first quarter 
aaa interest, the earnings trend appears opposed to speculative purchases. (N) regular payment with special dividend. (H) 
| £5 Sylvania Electric Products: With EPT expiration benefits and prospects of Universal Pictures: Good domestic and foreign business reflected in rising 
To in further long-term growth, retention is favored. (H) Prcee earnings. Quarterly 25 cent dividend could be increased. (H) 
~ x ‘ i Warner Bros.: Improved earnings for reorganized company depends on 
tary Zenith Radio: Although price pressures may reduce near-term profits, ability to produce pictures with box office appeal. Current dividend should 
s for longer term commitments need not be disturbed. (H) hold. (N) 
= RATING — (H)—Hold. (N)—Neutral. (U)—Unattractive. 
g the 
g omnes soiliniens cuuaiienediniae mene 
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Comprehensive Statistics Comparing the Position of | Le 
Cornell- Radio 
Dubilier Philco Corp. of Re 
Figures are in million dollars, except where otherwise stated. Electric Magnavox Motorola Corp America 
CAPITALIZATION: 
Long Term Debt (Stated Value)... cette $4.0 $.6 ~ *:  :  r rere $150.0 
Preferred Stocks (Stated Value) 1.2 Bet $10.0 $14.5 
Number of Common Shares Outstanding (000) 512 758 1,935 3,701 , 14,031 25 
TOTAL CAPITALIZATION $5.7 $1.4 $13.6 $21.1 $192.6 ‘ 
INCOME ACCOUNT: For Fiscal Year Ended 9/30/53 6/30/53 12/31/53 12/31/53 12/31/53 5. 
Net Sales ....... esha $43.6 $57.9 $217.9 $430.4 $848.8 $1 
Deprec. Depletion, Amort., etc. $.6 $1.6 $1.1 $3.4 $15.1 
Income Taxes $3.7 $2.3 $8.4 $16.9 $37.4 
Interest Charges, etc. $.16 $.4 $.7 ae $4.6 
Balance for Common $1.6 $2.2 $7.0 $17.9 $31.8 
Operating Margin 12.2% 8.6% 6.9% 6.3% 8.5% 
Net Profit Margin , 3.8% 3.8% 3.2% 4.2% 4.1% 
Percent Earned on Invested Capital 13.5% 21.3% 15.4% 19.8% 16.2% 
Earned Per Common Share* $3.12 $2.93 $3.66 $4.86 $2.27 ‘ 
BALANCE SHEET: Fiscal Year Ended 9/30/53 6/30/53 12/31/53 12/31/53 12/31/53 5/ 
Cash and Marketable Securities $4.4 $2.4 $9.0 $18.7 $108.7 q 
Inventories, Net $8.9 $14.8 $22.5 $57.5 $108.1 $4 
Receivables, Net $3.4 $7.2 $30.0 $50.8 $124.2 $2 
Current Assets $16.8 $25.6 $70.8 $129.5 $341.1 $7 
Current Liabilities $6.7 $18.5 $33.0 $76.0 $120.7 $5 
Working Capital $10.1 $7.1 $37.8 $53.5 $220.4 $2 
Fixed Assets, Net $5.1 $4.0 $14.3 $36.0 $134.1 $1 
Total Assets $23.0 $29.8 $86.8 $168.4 $493.6 $9 
Cash Assets Per Share $8.56 $3.16 $4.63 $5.07 $7.74 $ 
Current Ratio (C. A. to C. L.) yi] 1.3 2.1 ta 2.8 
Inventories as Percent of Sales 20.5% 25.6% 10.3% 13.1% 12.7% 2 
Inventories as Percent of Current Assets 53.5% 58.0% 31.8% 44.4% 31.7% si 
Total Surplus $10.6 $9.8 $40.1 $71.3 $173.0 $1 
*—Data on dividend, current price of stock and yields in supplementary table on preceding page. 
outlook for the year now underway, it would be well the listed retail price. As a result, dealers have been the h 
to review a number of the important developments wary about adding to stocks. If this trend persists, model 
of 1953 in each of the industry’s major markets. the inventory situation may over-correct itself] pow ; 
swiftly. dficia 
Television At the Christmas season, warehouses and stores] the ch 
were bulging with sets. The industry began taking ductio 
In TV and radio, 1953 sa'es at factory values were steps with the turn of the year. Production of TV The 
$1.4 billion against $1.3 billion a year earlier. Sales receivers in January dropped about 50% from a year peak | 
of TV sets to the public rose slightly, to 6,375,000 earlier. Radio production also showed a decline, ac- the F:; 
from 6,145,000 in 1952, while radio receiver sales cording to the Radio-Electronics-Television Manu- inane 
totaled 12,200,000, a gain of 12%. Throughout most facturers Association. In January 420,571 TV sets onerot 
of the year demand for TV sets ran well ahead of and 871,981 radios were manufactured. During the stocks 
the preceding year, but in the final four months fell like month in 1953 a total of 719,234 TV receivers|<omew 
behind. For the final quarter, volume was down about and 1,093,142 radios were produced. In December ie nu 
23% from the like 1952 period. The sag was due 449,787 TV receivers and 1,101,115 radios came off| symme 
primarily to public belief that color TV was in the the,production lines. lie de. 
offing. ; ae > And the TV industry is not out of the woods yet was g, 
The public, through advertising, publicity and though the public bought more black and white TV|severa] 
demonstration, is indeed aware of its existence. This sets in January, 1954, than in any previous likelthe las 
has spawned an attitude of “Why tie up a lot of month. Stores and producers have been saying fot|stocks 
money in a black-and-white set when you know color some weeks that sales are substantial. These reports}A Ithou 
will make your set obsolete?”. Thus, sets priced do not, however, mention that the record waslfrom t 
above $200 “go begging.” And, regardless of price, achieved by cutting store prices drastically. TV setshnot far 
anyone can get a discount, usually about 3090, from are on the bargain counter today as never before in normal 
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of | Leading TV & Electronic Companies 
Sylvania 
»f Raytheon Electric Westinghouse Zenith 
a Mfg. Products Electric Radio 
) $3.1 $44.1 $323.8 
$4.0 $28.9 $50.0 .... 
2,176 2,668 15,985 492 
! $18.1 $93.0 $573.6 $3.6 
53 5/31/53 12/31/53 12/31/53 12/31/53 
$179.1 $293.2 $1,582.0 $166.7 
$2.2 $6.8 $28.7 $1.2 
$9.1 $14.9 $74.2 $7.5 
$.9 $2.4 ee 
’ $3.6 $8.2 $72.4 $5.6 
% 7.6% 8.3% 9.3% 8.1% 
| % 2.1% 3.2% 4.7% 3.3% 
 %o 12.0% 8.9% 10.6% 15.7% 
17 $1.68 $3.10 $4.53 $11.44 
53 5/31/53 12/31/53 12/31/53 12/31/53 
j $5.7 $18.1 $220.3 $16.4 
] $46.5 $72.9 $497.4 $13.1 
2 $25.4 $48.5 $204.4 $11.4 
] $77.7 $140.1 $829.5 $41.0 
y $55.2 $53.0 $199.8 $16.6 
1 $22.5 $87.1 $629.7 $24.4 
$12.3 $58.9 $285.4 $10.9 
5 $91.2 $204.4 $1,265.3 $52.4 
14 $2.66 $6.82 $13.78 $3.35 
3 1.4 2.6 4.1 2.4 
7% 25.9% 28.2% 31.4% 7.8% 
7% 59.9% 52.0% 60.0% 31.9% 
° $17.1 $58.3 $447.0 $32.2 
been! the history of the busines. Thus, a 21-inch floor 
sists, model that would have cost $279 before Christmas 
itself! now is available at $199. A Radio Corp. of America 
official said that firm’s 10%-to-15% price trim was 
tores| the chief reason for its 1954 gain in sales and pro- 
king] duction. Westinghouse cut prices even more sharply. 
= 5 The fact that retail sales of TV sets were around 
year! peak levels in 1953 has often been overlooked since 
» aC-lthe Fall of 1953 when production cutbacks became 
fanu- necessary to preclude further accumulation of 
sets] onerous inventories. It should be borne in mind that 
z the stocks of TV sets at the beginning of 1953 were 
Ivers! somewhat low in relation to normal demand and to 
mbet|the number of retail outlets. It was not until mid- 
le Ol/summer that this condition was corrected. However, 
the decline in retail sales, beginning in September, 
S yet, was so sudden that there was over-production for 
e TViseveral months. This resulted in sharp cut-backs in 
| likelthe last two months of the year and brought total 
g forlstocks down to the level of 1,900,000 sets at year-end. 
portsiAlthough this represented a substantial increase 
wasfrom the figure of 1,200,000 a year earlier, it was 
’ setsInot far out of line with what the trade regards as a 
re 1Mnormal stock level of 1,600,000 sets. 
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This year, of course, manufacturers are gearing 
output more closely to retail demand. At the end of 
February, industry sources said there were 350,000 
fewer sets in the supply pipelines than in December, 
1953. 

Since the approval bv the Federal Communica- 
tions Commission in 1953 of a compatible color 
system—it enables owners of the present mono- 
chrome sets to receive color telecasts in black and 
white—the industry, no less than the public, has been 
in a dither. There has been much jockeying for posi- 
tion in the wild scramble to get to market first with 
a color set that will have widespread sales appeal. 
The industry is aware that everyone once more is 
back at the starting line and the first company to 
come along with a practical, low-price set will en- 
joy an enormous advantage. 

To date, only a few hundred color sets have been 
turned out, but regular production runs are about 
to begin. A reasonable guess would be that total pro- 
duction this year will be little more than 100,000 
color units. Increases in output thereafter should 
follow fairly closely the growth pattern of black and 
white, although production may increase faster in 
the early years, reflecting greater know-how on the 
part of manufacturers. At best, it is likely to be 
1956 before a true mass market for color is achieved. 
Thus, black and white must continue to be the major 
source of revenue for the set industry for the next 
couple of years. 

Because of their complexity, color sets, at best, 
will be more costly than black and white. They 
probably will have about 36 tubes compared with 
20 in monochrome units and the number of many of 
the other components used will be from two to two 
and one-half times as great. Considerable develop- 
ment work also will have to be done to reduce the 
high cost of the picture tube, which now is seven 
times as expensive as a black-and-white tube. Never- 
theless, within three to four years the cost of color 
sets should be brought down to a range of 25% to 
50% above that for black and white of comparable 
picture size. 

While jokes about radio are as popular among 
TV comedians as mother-in-law jests were the stock 
in trade of vaudeville funny men, radio set sales 
continue fairly brisk. Today there are some 120,000,- 
000 radio receivers in use. They are to be found in 
94% of the nation’s homes and in about 80% of the 
cars on our highways. Their number rises with each 
passing year, the ratio having risen from 114 sets 
per household at the end of World War II to about 
two per home today. Demand for home receivers of 
all types was down slightly last year to little more 
than 7,000,000 from 7,700,000 in 1952, but this was 
more than offset by a sharp jump in car radios, to 
5,200,000 from 3,200,000. As long as people love 
music and retain an interest in current events, there 
will be a vast market for radio receivers. 

Since the Communist aggression in Korea, the 
biggest single customer of the electronics industry 
has been the defense establishment and it is rather 
remarkable that the industry has been able to hike 
production of military electronic equipment tenfold 
since 1950 while simultaneously maintaining output 
of radio and television sets close to peak levels. 

In the last four fiscal years more than $12 billion 
of Government funds have been obligated for the 
purchase of electronic equipment. The $2.8 billion 
actually spent last year (Please turn to page 52) 
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Candidates for 
1954 Stock Splits 


JOHN D. C. WELDON 


. Sa it is still too early 
to tell, at least judged by the swell- 
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ing volume of stock splits already 

proposed thus far in 1954, it would appear that the 
current year will witness a considerable addition to 
the number of companies that have split their shares 
in recent years. As might have been expected in a 
mixed market year, 1953 saw only 23 companies 
listed on the N. Y. Stock Exchange splitting their 
shares. In 1952, there were 35; in 1951, 49; and in 
1950, 38. The record high was in 1946 with 74. 

Precise relationship betwen the number of stock 
splits in any given period and market action is diffi- 
cult to define but there is little doubt that most stock 
splits take place in rising markets of considerable 
duration. 

Stock splits are often proposed by directors early 
in the year, in advance of annual stockholders’ meet- 
ings, in order to give stockholders an opportunity to 
vote on the recommendation. It should not be con- 
strued, however, that this is a fixed pattern. 
From the practical standpoint, directors consider- 
ing the recommendation of a stock split are more 
apt to be influenced by market conditions and have 
been even known to defer a contemplated split until 
the market was “right”. There is nothing ulterior 
in this. One of the main purposes of a stock split is 
to gain stockholder support and confidence. This is 
easier to arrive at when the market is strong and 
stock split attractive than when the market is weak 
and stockholders are not interested particularly in 
whether the shares are split or not. Since the market 
had been quite strong from the beginning of this 
year, it is not surprising that the number of stock 
splits have increased. 


A Dynamic Factor 
Stock splits have been a dynamic factor in the 


strength of individual stocks in 1953 and thus far 
in 1954. For example, stock splits in such issues as 
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General Electric, Douglas, Boeing, Shell and Alum- 
inum Co. have been preceded by striking market 
advances. These are paramount examples of 
“growth” companies and the splitting of their 
shares in recognition of accumulated earning power 
and financial strength arising from a strong, stra- 
tegic position in their respective industries over a 
period of years. 

There have been, however, a number of instances 
of stock-splitting where sustained growth charac- 
teristics have not been particularly predominant and 
where fragmentation of shares has been due rather 
to a largely fortuitous increase in earnings which 
may not be maintained in the future. In such cases, 
stock splitting may be said to have a rather temp- 
orary market value which is more likely than not to 
be dissipated when earnings relapse to a more nor- 
mal level. There is, therefore, a considerable dif- 
ference between the potential value of a stock split 
by one of the great, progressive companies and one 
split by a lesser company which is temporarily fa- 
vored by substantial earnings. 

The comparison is well illustrated in the accom- 
panying table “market record of stock splits in 
1953-1954.” Despite a fairly prolonged general 
market advance since last October, many of the 
issues listed have made little headway since the 
splitting of the shares and some are actually selling 
under these levels. It would appear that in such in- 
stances speculators for the rise in anticipation of a 
stock split, would have done as well by disposing of 
their stock just before the effective date of the split, 
when the price is normally at its maximum for the 
pre-split period. 

This, of course, does not concern the long-term 
investor essentially interested in dividend return. 
To such investors, the primary value of a stock split 
is that it may be followed by a raise in the cash 
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dividend. Of the 25 stocks listed on the table referred 
to, including 2 which were split this year, 17 raised 
their cash dividends and 8 remain unchanged. 

12 of the stocks listed showed gains after the 
shares were split and 13 were either relatively un- 
changed or lower. Largest proportional gains re- 
tained up to present writing were: Aluminum Co. 
of America, Crown Zellerbach, Halliburton Oil Well, 
McGraw-Hill and West Virginia Pulp & Paper. 

Of the stocks showing gains, regardless of their 
extent, the following still appear attractive as long- 
term investment holdings: Aluminum Co. of Amer- 
ica, American Gas & Electric, Associates Investment, 
C.1.T. Financial, Cincinnati Gas & Electric, Halli- 
burton Oil Well, Pacific Lighting, Seaboard Airline, 
Southern Rwy, and West Virginia Pulp & Paper. 
Each of these stocks has well defined growth pros- 
pects. All have been covered in greater or less detail 
in past issues of the Magazine. 


Proposed Splits 


In addition to stocks split in 1953 and 1954, up to 
this date 7 have been proposed for consideration by 
stockholders. These are listed in the accompanying 
table. There is no reason to believe that the directors’ 
recommendations will not be approved. With the 
exception of General Electric, to be split three-for- 
one, all the others will be on a two-for-one basis. 

The market action of each of these issues in recent 
months proves that the decisive factor in their rise 
was expectation of a stock split by those very close 
to the picture. All other factors, specially the rate 
of earnings, had already been fairly well indicated, 
at least for the first three quarters of the year. If 
earnings had been the predominant factor in market 
action, there is no reason why advances could not 
have occurred long before they did, as in each case 






prospects for higher earnings were already plainly 
defined. 

At present, each of the issues due for stock split- 
ting in the near future is selling at the peak of a 
sustained advance. Even in cases where ultimate 
prices, after splitting the shares, may reach higher 
levels it is normal for such issues to rest for a period 
after actual splitting, thus rounding out the neces- 
sary period of consolidation of recent market gains. 

In addition to the 7 stocks which directors have 
already proposed for splitting and which have been 
listed in the table we have grouped a few stocks 
which are likely candidates for stock splits. Al- 
though there are others which possess similar poten- 
tialities the six which we have selected appear not 
to have yet fully discounted such possibilities. Each 
of these companies is outstanding in the respective 
fields. 

Among other important stocks that may be men- 
tioned as having possibilities for stock splits are: 
Rohm & Haas, U.S. Gypsum, Ingersoll Rand, Her- 
cules Power, McGraw Electric, Minneapolis Honey- 
well, Monsanto Chemical, Owens-Ilinois Glass, Pan- 
handle Eastern Pipeline, Reynolds Metals, Scott 
Paper and Zenith Radio. The higher-priced issues— 
Rohm & Haas, U.S. Gypsum and Ingersoll Rand, in 
particular—seem to have gone far towards discount- 
ing stock split possibilities. 

We have confined our discussion only to stocks 
listed on the New York Stock Exchange. A number 
of other companies whose shares are unlisted, or 
listed on the American Stock Exchange have also 
split their shares or may consider doing so in the 
future. Owing to the fact that complete statistical 
data on such issues is generally not available, we 
have not deemed them suitable for inclusion. 

In the following, we present a brief description of 
the stocks selected as candidates for stock splits. 
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Market Record of Stock Splits 1953-1954 
Total 1953 
Opening Price Range Dividends 
Basis Price* Effective Since Split Adjusted 
of on New Date From Date Recent for Dividend Change Since 
Split Stock of Split of Split Price Stock-Split Stock Split? 
Aluminum Co. of America 2-1 4478 4/20/53 6534-4212 65 $ 1.5712 Increased from $.3712 to $.40 
American Gas & Electric......................... 2-1 3212 1/30/53 3632-2738 36 1.601 Increased from $.3712 to $.41 
Associates Investment 3-1 3034 4/7/53 3512-2512 35 1.65 Increased from $.3312 to $.45 
SR NIUI WORN goes ya hoesveniasecradcsiciecs 2-1 29% 1/25/54 2912-2512 28 2.00 Increased from $.25 to $.35 
Cc. }. T. Minanetal!...........:...... 22-1 2934 2/3/53 3352-2452 33 1.80 Increased from $.40 to $.50 
Cincinnati Gas & Electric... eon 2-1 19 5/21/53 2256-1712 2212 1.00 Unchanged 
Sle hh 2c 2] oO eRe eco 2-1 2538 4/13/53 2558-18 212 1.15 Unchanged 
Crown Zellerbach 2-1 2934 4/28/53 42 -26)2 41 1.65 Increased from $.3712 to $.50 
General American Transp. .... 2-1 337% 7/13/53 46 -31 44 1.8712 Increased from $.37'2 to $.50 
Halliburton Oil Well......... 2-1 273% 8/17/53 3472-2358 3412 1.65 Increased from $.3712 to $.45 
AE NOO CT 7S NEOs oe ee et 2-1 39 4/1/53 4312-34 4112 1.5712 Increased from $.3712 to $.40 
Kansas City Southern Ry... 2.00.0... 2-1 43 5/11/53 4514-3638 432 2.6212 Increased from $.6212 to $.75 
Kansas City Southern Ry. Pfd. 2-1 3658 5/11/53 3938-3212 39 2.00 Unchanged 
Kelsey-Hayes Wheel........ 2-1 19 7/2/53 20%2-1358 1612 1.50 Unchanged 
Lehman Corp. ............. 2-1 3434 11/6/53 3612-3312 36 98 Unchanged 
McGraw-Hill Sar 2-1 31% 8/4/53 4434-2612 44)2 2.00 Increased from $.37'2 to $.60 
Minn. Power & Light ..00.000.0000 occ. 2-1 20 11/2/53 2372-42 22 1.20 Increased from $.2712 to $.30 
Pacific Lighting .................. ee 2-1 33 11/13/53 35-3254 34 1.6212 Increased from $.3712 to $.50 
Seaboard Air Line R.R. . iiiosece aa 45s 7/24/53 4772-3658 46 3.00 Increased from $.60 to $.80 
Sheraton Corp. of America 2-1 72 3/4/54 7\2- 7% 7% 30! Increased from $.0712 to $.10 
= SERA 2, SO ne ear 2-1 37% 9/8/53 4314-334 43 1.6212 Increased from $.3712 to $.40 
Southern Ry. .................... 2-1 46s 6/26/53 497-38 4512 2.50 Unchanged 
Southern Ry. Pfd............... 2-1 3958 6/12/53 41%4-36% 41 2.50 Unchanged 
West Va. Pulp & Paper 4-1 22 11/5/53 295-21 7% 28 1.00 Increased from $.1212 to $.35 
Weston Electric Instrument 2-1 21% 5/4/53 2272-1612 1912 1.00 Unchanged 
*—Average price on opening day. 1_Plus stock. +—Refers to regular or periodic payments only. 
cums conan 
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CORNING GLASS. Like many other companies 
with marked growth characteristics, actual earnings 
as reported have trailed behind potentialities. But 
the market gives much greater weight, in such in- 
stances, to long-range future possibilities than to 
current earnings. The market is looking ahead some 
years in this case and these expectations seem justi- 
fied in view of the company’s unusually strong posi- 
tion with respect to new technological developments 
relating to joint activities by its affiliates, Owens- 
Corning Fibreglass, Dow Corning and Pittsburgh 
Plate Glass. These activities embrace important 
potentialities in electronics and chemistry which 
have been more or less untapped and which are 
destined for very rapid growth. While the stock 
has little appeal from the yield standpoint this is 
largely compensated for by the marked growth out- 
look. There are 2,659,000 outstanding shares of 
common stock which has remained constant since 
1945 when a 4-for-1 split was ordered. 


HOOKER ELECTROCHEMICAL CO. Prospects 
for a stock split may be further off with respect to 
this company than for some others listed in this 
group but seem well-defined nevertheless. The com- 
pany has made remarkable progress in research and 
development and is an outstanding leader in its 
field of electrolytic chlorine and other chemical prod- 
ucts derived from salt brine. These are basic con- 
stituents in a long list of chemical compounds which 
feed the following important industries among many 
others: industrial chemicals, paper, petroleum, 
agricultural chemicals, rayon and cellulose, pharma- 
ceuticals and cosmetics, soaps, textiles and plastics. 
The company has been extremely active in developing 
new plant capacity and has just completed a major 
two-year construction project costing over $25 mil- 
lion. With the greatly enlarged capacity available 
Hooker Electrochemical is in a position to magnify 
sales over the coming years. The stock has consist- 
ently sold at a high ratio of market price to earnings, 
which is a characteristic of the better-grade growth 
stocks. Common stock outstanding is 978,000 shares 
which has remained unchanged since 1947, when a 


2-for-1 split was declared. Probably some further 
consolidation of the company’s earning power would 
be necessary before another split can be considered 
but basic growth potentials would seem to point in 
that direction eventually. 


MINNEAPOLIS - HONEYWELL REGULATOR 
CO. Though this interesting company has shown re- 
markable growth in the past decade, it probably 
stands at the threshold of an even more important 
period of expansion. The reason for this is the rapid 
increase in demand from the aircraft industry for 
the type of control equipment manufactured by the 
company. A second important new field is the tran- 
sistor which, it is believed, may eventually go far in 
displacing the vacuum tube. Both of these relatively 
new fields should widen the company’s potentials, in 
addition to its basically strong position in heat con- 
trol, in which it is a leading factor. Last year, the 
company paid excess profits taxes equivalent to about 
$1 a share on the common. Present common stock 
outstanding is 3.1 million shares which has remained 
unchanged since the 2-for-1 split in 1950. 


OWENS-ILLINOIS GLASS CO. This is the largest 
manufacturer in the United States of glass bottles 
and containers and its position is enhanced by its 
joint ownership of a one-third interest in Owens- 
Corning Fibreglass Co. (mentioned in connection 
with Corning Glass). This holding of 1,050,000 
shares was reduced last year by the sale of 90,000 


shares in order to implement various financing | 
moves. The Duraglass division’s output has attained | 


extremely large proportions in recent years and 
reaches very large and growing markets in the fol- 
lowing industries: prepared and processed food, 
medicinal, health, dairy, household, toiletry and 
cosmetics. Also beer, carbonated beverages, liquor 
and wine. All these are affected by population trends 
which are expected to be favorable for the next 
decade at least. Other products, particularly plastics 
and fire-resistant insulating materials, have poten- 
tially large markets. Research and development is at 
an annual cost of over $6 million. There are 3 million 
shares of capital stock (Please turn to page 44) 











(A) Proposed Splits for 1954 








Basis of Earned Div. 
Proposed Price Range Per Share Per Share Recent Div. 
Split 1953-1954 1953 1953 Price Yield 
Boeing Airplane ; 2-1 6534-3612 $11.00! $ 3.50 63 5.5% 
Carolina Power & Light eee aN or ere 45 -3412 3.00 2.00- 43 6.9 
Douglas Aircraft......... POR SEN eet 2-1 107 -60 15.46 6.50 104 6.2 
General Electric. ... wise ieestncds ae 10412-6614 ~_ 5.75 4.00 102 3.9 
Illinois Central . 2-1 90 -65% 18.59 5.003 86 5.8 
Ruberoid ......... 2-1 7042-5012 6.67 3.502 67 52 
LES RTE ESE sccot OF, CRREE Tec Ota aan Fe oe en eM he SPR A 2-1 91 -6256 8.40 3.00- 90 3.3 





(B) Candidates for 


Future Stock-Splits 





Div. 





























Price Range Earnings Per Share Per Share Recent Div. 
1953-1954 1952 1953 1953 Price Yield 
Corning Glass .......... La ee ; ds OR =O $ 3.77 $ 5.00! $ 2.00 93 2.1% 
Hooker Electrochemical ............ we 65 =55 2.90 2.87 2.00 65 3.1 
Minneapolis-Honeywell Reg. .. ww. 22 B82 3.00 3.31 2.25 77 2.9 
rere eerie veces 8234-69% 5.30 5.32 4.00 78 5.1 
Standard Oil of Indiana.................. er ee ee siseessseccsesee O1VR655¢ 7.81 8.11 2.502 78 3.2 
SE ee ere nee ee re eS ee ee 8012-66 5.71 5.89 4.00 78 5.1 
1_—Estimated. 2—Plus stock. 3—Indicated 1954 rate. 
eee dae gs ctesteaneatiaan aati asians POMEL sash 
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2 Strong 


Diversified 


Stocks 


By OUR STAFF 


pe , in stocks, provided it is done 
with discrimination, remains one of the most effective 
means of obtaining satisfactory investment results. 
The problem, however, is not as simple as it sounds. 
The assembling of assorted stocks, merely for variety, 
conforms with true diversification patterns only on 
surface. What is needed instead is a definite program 
into which the constituent parts fit in harmoniously 
with one another. This means that basic requirements 
such as established earning power, dividend security, 
financial strength, must all be considered before the 
investment is made. Further, the stocks should not 
only represent strong industries but the companies 
should be among the leaders in their respective fields. 
Dividend return should also be considered in relation 
to the income tax status of the individual investor. 
Those in high income-tax brackets can afford to 
accept comparatively low yields whereas investors 
in a more moderate financial position should seek 
securities with higher—though always secure—yields. 

We have selected five stocks which we believe con- 
form to the above requirements. Each company has 
greatly improved its position since the end of World 
War II, and while the stocks are not of the highest 
investment type, except possibly Johns-Manville, 
they nevertheless have long-range appeal from the 
speculative as well as investment standpoints. 

The collective yield on the five stocks is approxi- 
mately 6% which is somewhat above, on average, 
for good-grade stocks. Issues of authentic investment 
calibre, of course, now yield much less. 

In view of the rise in the market over recent 
months, the most practical course for prospective in- 
vestors in these issues would be to use the “dollar 
averaging” method. Thus, half the amount could be 
bought at around current prices and the balance on 
any good-sized setback. 

Relevant statistical data and individual comment is 
presented in the following columns. 
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JOHNS-MANVILLE CORP. JM 





OF SHARES 


1943 | 1944 
6 
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JOHNS-MANVILLE CORPORATION 


BUSINESS: Through 22 manufacturing plants that have as sources of prin- 
cipal raw material company owned asbestos mines, including one rated the 
largest in the world, Johns-Manville produces upward of 400 diversified 
products extensively used by the building, automotive, chemical, petroleum, 
aircraft, paper, and other industries. 

OUTLOOK: Although the name Johns-Manville is one of the foremost in the 
building industry because of the company’s varied products going into all 
types of structures, ranging from modest priced homes to hospitals, schools, 
and modern skyscrapers, constant research, accelerated in recent years, has 
created a diversification equalled by few other companies. Through this 
broad diversification the company has developed a strength which should 
enable it to maintain sales and earnings at highly satisfactory level at a 
time, such as the present, when general business activity has receded from 
the high marks set in recent years. As a matter of fact, Johns-Manville, while 
riding the crest of the postwar boom, has been preparing to meet changing 
conditions, extending its interests abroad and expending in the last five 
years $68.3 million of internal funds for additions, replacements and invest- 
ments, largely to reduce production costs and provide facilities for new 
products. In 1953, for the fourth successive year, sales set a new high record 
at $252.6 million, compared with $244.7 million in 1952. Net earnings last 
year, however, as a percentage of sales dipped to 7.8% from 9.2% in the 
previous year, due in part to a drop in demand for certain grades of 
asbestos fibre, higher wage and salary scales, and also increased depre- 
ciation charges applied to two of the asbestos mines. As a result, net earn- 
ings, amounting to $22.6 million or $7.14 a share in 1952, declined to $19.6 
million, equal to $6.20 a share last year. The company entered 1954 in its 
usual strong financial condition. Net current assets amounted to $26.1 
million, in addition to which it had a fund of $30.9 million upon which to 
draw for contingencies and expansion of plant facilites. 

DIVIDENDS: Payments have been made in each of the last 20 years. Cur- 
rent rate of $4.25 a share annually has been maintained since 1951. 


MARKET ACTION: Recent price of 68%, compares with a 1953-54 price 
range of High—74%, Low—57%4. At current price the yield is 6.2%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
944 


1953 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 16,162 $ 12,238 —$ 3,924 
Receivables, Net ...... 8,903 25,859 + 16,956 
Inventories .............. 11,533 22,926 + 11,393 
TOTAL CURRENT ASSETS 36,598 61,022 - 
Net Property .......... : 22,423 44 + 24,424 
Investments .......... 583 6,536 + 5,953 
Deferred Expend. Fund 12,126 30,937 + 18,811 
Other Assets .... 2,495 2,190 — 305 
TOTAL ASSETS . $ 74,225 $191,133 +$116,908 
LIABILITIES 
Accounts Payable & Accru. $ 3,782 $ 15,633 +$ 11,851 
Tax Reserve ..... 7,482 19,196 + 11,714 
TOTAL CURRENT LIABILITIES 11,264 34,829 + 23,565 
Other Liabilities ................. ; 006 
ow in Bete 2 aera : 8,451 8,923 + 472 
Long Term Debt .... : 4,330 + 4,330 
a : 34,000 58,487 + 24,487 
. eee eae 20,504 84,564 + 64,060 
TOTAL LIABILITIES |... $ 74,225 $191,133 +$116,908 
WORKING CAPITAL |..00.2 oo. ... § 25,404 $ 26,193 +$ 859 
| SERIE ee a PI aE 3.2 1.8 — 14 
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‘Sues REPTUSK ARETE 8 THOUSANDS oF Siianes | = of EEGs ESAESS & + 4-4 t | 
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ae — 1945 —_ | 1947 1948 1949 1950 1951 1982 1953 rs 1943 1944 1945 1946 1947 1948 1949 1950 1951 1952 1953 1954 | 194 
‘| 1.96 2.10 1.42 | 3.29 | 8.52 8.14 | 4.41 5.74 5.74 | 5.41 5.89 2.23 2.18 | 2.16 | 2.72 2.57 _ | 2.51 2.02 2,48 | 2.04 SO ee) Ss ct 4.0 
_.80 | 80 | 1.00 | 1.50 | 2.10 | 3.40 | 2.90 | 2.50 | 2.75 | 3.12 | 3.12% ow. 2.00 | 2 oo | 2.00 | 2.00 | 2.00 | 2.00 | 2.00 | 2.00 | 2.05 2.0 
43 | 4.3 | 4.1 (13.7 [16.7 124.5 [33.5 131.8 133.6 |32.0 [29.7 WeCpsmil | 1.5 | d-1 5.9 J|31.1 [27.0 [45.5 [d5.9 [31.1 [419.4 |d9.9 [d27.6 [WeCpgy | 31 
JOY MANUFACTURING COMPANY PACIFIC GAS & ELECTRIC COMPANY 
BUSINESS: The company is the largest manufacturer of machines and equip- BUSINESS: The company operates an integrated system extending into 45 BU 
ment originally designed for mining of coal have been adapted to mining California counties with an estimated population of 5.6 million, representing leo 
of iron ore, and other underground deposits. Further diversification has been a gain since 1940 of 73%. The area served embraces San Francisco, Oak- gy! 
achieved through manufacture of air and gas compressors, vacuum pumps, land, Sacramento, Stockton and other important industrial cities as well as mil 
hoists, heating and ventilating fans, and a number of other products for — rich agricultural districts. dre 
varied industries and in commercial and other types of buildings. OUTLOOK: To keep pace with the rapid growth in population and increased tric 
OUTLOOK: An outstanding feature of the company’s growth in recent years industrial and agricultural activity of the broad territory the company serves | pre 
is the development of completely new products creating important new with electricity or gas, or both, P. G. & E., since the end of World War Il anc 
markets for Joy Manufacturing in industries, other than mining, such as has expended $1,174 million, $197 million of this sum being spent in 1953, Ou 
foundries, factories, steel mills and other manufacturing plants and com- for enlarging and expanding both electric and gas facilities. In addition to ing 
mercial buildings. This diversification is reflected in sales expansion from its several gas generating plants, the company now has in operation a total hig 
$51.3 milion in 1947 to a 1952 record high of $78.8 million, and $77.7 of 15,350 miles of natural gas transmission and distribution lines, and 74 anc 
million in 1953, with total volumes in each of the last two years being  electric-generating plants, 57 of which are hydro-electric plants, the com- | last 
equally diivded between sales to coal mines and to others. This is in contrast bined capacity of all plants being 3,525,200 kilowatts. Within the five years ; int 
to the 1949 division of 76% to coal mines and only 24% to others, al- to the end of 1953, electric and gas revenues have expanded from $215.7 $66 
though 1953 sdles to the coal industry paralleled 1949 volume, indicating million to $362.4 million with other revenues in 1953, bringing the total | port 
the continued trend in the mechanization of coal mining operations. Net for that year to a record high of $364.3 million, as compared with $314.4 sent 
earnings of the company in its fiscal year ended Sept. 30, last, after Federal _million for 1952. Sales of electricity and gas in 1953 were up from 1952 pow 
taxes, including 72 cents a share in EPT, totaled $4.7 million, equal to levels by 10% and 3.2% respectively with the net gain in revenues of was 
$5.28 a share, as compared with 1952 net of $4.6 million after taxes, in- 16% being helped by higher electric rates in effect throughout the year. p 50,7 
cluding 99 cents a share EPT, equal to $5.19 a share. Tax refunds brought Reflecting these gains is the substantial growth in net income, also at a total 
final net to $5.41 a share for 1952, compared with $5.89 a share last year. record high of $59.7 million, more than $12 million over that realized in incre 
Although sales for the first quarter of the current fiscal 12 months, totaling 1952, and equal to $2.82 a share on the 15,574,549 common shares out- total 
$18.6 million were down from $19.5 million for the first quarter of 1952-53, standing, as compared with $2.31 on 13,627,720 shares outstanding at the 1953 
net earnings increased to $1.40 a share from $1.27 in the earlier period. close of the preceding year. While there are indications that the rate of show 
The remaining months of the year should be helped by the absence of EPT growth in the company’s territory may slacken from the pace set during have 
since the beginning of the company’s second quarter. The company on recent years, the outlook is for a steady uptrend in gas and electric revenues hold 
Dec. 31, last, had current assets, including more than $4.9 million in cash, and a corresponding expansion in earning power. The stock appears to be ylides 
of $42.6 million against current liabilities of $12.8 million. one of the more attractive in the utility group for its long-range possibilities. pt 
DIVIDENDS: Payments, inaugurated in 1939, have been maintained with- DIVIDENDS: Payments on the common stock have been made without inter- — 
out interruption. A quarterly rate of 62% cents, plus year-end extra of sa same ruption since 1919. Current $2.20 annual rate was increased from $2.00 a at $2 
amount, has been paid since 1952. share during 1953. ean 
MARET ACTION: Recent price of 34, compares with a 1953-54 price range MARKET ACTION: Recent price of 41%, compares with a 1953-54 price MAR! 
of High—39%, Low—29%. At current price (including the extra) the yield range of High—411%4, Low—3112. At current price the yield is 5.3%. of Hi 
: 4 
is 9.1%. COMPARATIVE BALANCE SHEET ITEMS 
COMPARATIVE BALANCE SHEET ITEMS gabecember 31 
Sept. 30 Dec. 31 1953 Change 
— od Coanss agents (000 omitted) ASSET: 
ASSETS (000 omitted) Cash & Marketable Secur. $ 20,556 $ 32,697 -+$ 12,141 Cash & 
Cash & Marketable Securities 1,032 $ 4,975 ++$ 3,943 Receivables, Net .......... ” 13,654 25,358 + 11,704 Recat 
Receivables, Net .......... 1,603 12,017 -- 10,414 Materials & Supplies 6,045 19,380 + 13,335 Patra 
Inventories i pl 25,635 + 20,836 TOTAL CURRENT ASSETS . 40,255 77,435 + 37,180 Other | 
TOTAL CURRENT ASSETS 7,434 42,627 + 35,193 Plant & — waayices 833,673 1,872,439 + 1 - 766 TOTAL 
Net Property pesececsestesavserdaap 719 10,484 + 9,765 Investments ...... nes 8,651 3,855 — 4,79 Net Pr 
Investments , 5,656 + 5,656 Other Assets ... prac 30,506 15,472 — 15, ‘034 Investn 
Other Assets 275 1S + PO WOTAL ASNETS .............. $913,085 $1,969,201 + $1,056,116 Other , 
TOTAL ASSETS $ 8,428 $ 59,782 +$ 51,354 LIABILITIES tine 
LIABILITIES TOTAL CURRENT LIABILITIES $ 40,328 $ 105,047 +$ 64,719 Notes | 
Current Dept Payable Si bvias $ 350 $ 4067 4$ — Other Liabilities ............. 6,448 9413 + 2,965 Accoun’ 
Accounts Payable 803 1,625 + Reserve for Deprec. ....... 182,441 345,814 -+- 163,373 Reserve 
Accruals 551 1,327 “+ 176 Other Reserves 13,399 1,372 — 12,027 Accrual 
Tax Reserve : 1,408 5,857 + 4,449 Contrib. to Construction . 678 ° 4,874 — 4,196 TOTAL | 
TOTAL CURRENT LIABILITIES 3,112 12,876 + 9,764 long Term Debt 304,362 709,414 -+ 405,052 Other L 
Long Term Debt : 405 4,919 + 4514 Preferred Stock ..... 144,621 291,938 -+- 147,317 Reserve 
— Stock 384 894 + 510 Common Stock . 164,829 431,695 + 266,866 Long Te 
Surp! fe 4,527 41,093 +. 96566 ‘Surplus ...............:........ ; 55,979 69,634 + 13,655 Commo: 
TOTAL LIABILITIES ou $ 8,428  $ 59,782 +$ 51,354 TOTAL LIABILITIES .... _ $913,085 $1,969,201 +$1,056,116 Surplus 
WORKING CAPITAL . E I $ 29,751 +$ 25,429 WORKING CAPITAL........ $(d) 073 $(d)27,612 -+$(d)27,539 WORKII 
CURRENT RATIO 2.4 3.3 4 9 I MRI occ osteo scatvesesscasotncsetencstonest CURREN 
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) * 1 oak 
1984 1944 | 1945 1946 , 1947 | 1948 | 1949 | 1980 | 1981 | 1952 | 1953 1944 | 1945 | 1946 | 1947 | 1948 | 1949 | 1980 | 1951 | 1982 | 1983 | 1984 
[4.05 13.45 1 3.65 12.79 14.32 | 2.62 | 4.72 | 5.36 | 6.75 p7.25 | pm! 93.41| 4.77 | 3.68 | 4.01 | 3.39 | 3.96 | 10.51 | 7.95 | 6.68 | 68.50 
Gileseas [2.00 | 2.00 | 1.50 11.50 | 2.00 | 2.00 | 2.00 | 2.00 | 2.00 | 3.00 owl 9.00] 2.25 | 3.00 | 3.00 | 3.00 | 3.00 | 3.00 | 3.00 | 3.00 | 3.00 on. 
“(wen [31.3 | 45.7 | 37.0 [31.7 | 37.2 | 57.5 | 54.6 | 53.6 | 57.4 wecpgmMuiy  - | - 24.4 | 15.7 | 12.0 | 11.5 115.6 | 20.6 19.9 Mal 
THE SPERRY CORPORATION THE WESTERN PACIFIC RAILROAD CO. 
45 BUSINESS: This company, through its subsidiaries and divisions holds a AREA SERVED: Main tracks of Western Pacific traverses California, with 
ng leading position in engineering and production in the fields of electronics, terminal at San Francisco, Nevada and Utah where connection is made with 
ak- gyroscopics, computing techniques, and servo-mechanisms applicable to both the Denver & Rio Grande Western at Salt Lake City to form with the C. B. & Q., 
as military and civilian needs. Other products include farm machinery, hy- and other trunk lines a continuous transcontinental route between the West 
draulic equipment for aircraft, industrial and automotive industries, elec- Coast and Chicago and St. Louis. Valuable connections are also had with 

‘adi trical apparatus, paper board box-making and gluing machinery, printing Union Pacific, Southern Pacific and the Santa Fe. 
ves presses, automatic packaging, weighing, wrapping and labeling machinery, @QYyTLOOK: Since reorganization, completed in 1945, Western Pacific, al- 
il and special machinery. ; P though benefiting to a slight extent from freight shipments as a result of 
53, OUTLOOK: On the basis of first 1953 half-year operating results, net earn- the Korean situation in 1950-53, has expanded freight revenues and net 
to ings for the year, conservatively estimated at $7 a share, were at a record earnings largely as a result of increased industrial activity and population 
tal high, satel baad the $6.75 a share earned in 1952, the best previous year, growth throughout its territory. Within the last five years, operating revenues 
74 and comparing with 1951 net of $5.36 a share. In the six months to June 30, rave expanded from $40.9 million in 1949, to a record high of $59.2 
% last, shipments by the company totaled $244.7 million, exceeding those made million in 1953, freight revenue in the latter year accounting for $54.9 
ie in the corresponding months of the preceding year by a little more than million of the total. A feature of the road’s history in the postwar years 
57 $66 million. While the company does break down volume to show what has been the carrying out of a broad improvement program, including 
tal portions of shipments represented defense business and how much repre- complete dieselization of both freight and passenger service. The benefits 
4.4 sented such items as farm machinery and hydraulic equipment ,including from expenditures for these purposes is reflected in the road’s ability, despite 
952 power steering for automobiles, much of the larger 1953 first half volume higher wage scales and other increased costs, to report for 1953 a trans- 
of was in government business with its comparatively low profit margin. Even portation ratio of 28.1% and an operating ratio of 67.5%, in contrast to 
>ar so, net Income for the period of close to $8 million, was equal to 3.3% of 35.0% and 79.6% respectively in 1949. Net earnings for 1953, after funds, 
ta total shipments as compared to 3.7% in 1952 first half, and net income = qmounted to $7.5 million, about double the 1949 showing, and equal to 
rte increased to $3.84 a share on the one class of stock outstanding, as against $8.11 a share on the 528,899 common shares outstanding, as compared 
out- total net of $6.5 million, or $3.23 share in the six months * June 30, with net of a little more than $6 million in 1952, or $6.68 a share. Earnings 
the 1952. The outlook for 1954 is for a duplication of last DS gale estimated jn the current year, allowing for a 10% decline in revenues, should be well 
» of showing, plus the benefits from the demise of EPT which is calculated to in excess of dividend requirements on the common, the status of which will 
ring have taken at least $4 a share out of net income in 1953. Should operations be further improved under the company’s plan to issue $22.5 million in 5% 
we hold up to expected levels this year, it is conceivable that 1954 net would debentures to redeem 225,000 shares of $5 participating preferred stock. 
Ts approach $10 or better per share. Bolstering this view is the fact that As of Dec. 31, last, current assets, including $15.9 million cash exceeded 
sles. unfilled orders at the close of 1953 approximated $551 million. current liabilities by $14.2 million. 

DIVIDENDS: In the last 16 years annual payments have never been less DIVIDENDS: P R th octet b russe ‘ 
iter- than $1.50 a share. In the six years including 1952, the rate was maintained 1944, th i nomen hn , " Ppompeapete si b wag n raeeanines side 
0a at $2 a share and increased in 1953 to 75 cents a share quarterly, and FP —_ een eee @ shave being Chatbeted tn cach your 

since continued. mee 
orice MARKET ACTION: Recent price of 54, compares with a 1953-54 price range MARKET ACTION: Recent price of 56, compares with a beng 54 price range 

of High—55%, Low—35%4. At current price the yield is 5.5%. of High—67%, Low—46¥2. At current price the yield is 5. 

P 
COMPRIS SALAMES SHEET FEES COMPARATIVE BALANCE SHEET ITEMS 
nge December 31 
43 1952 Change December 31 

ASSETS (000 omitted) 6 1952 Change 

2,141 Cash & Marketable Securities .... .$ 60,145 $14,511 —$ 45,634 ASSETS (000 omitted) 
1,704 Receivables, Net .................000000- 73,162 91,954 + 18,792 Cash & Marketable Securities $ 19,331 $ 16,805 —$ 2,526 
3,335 wa TC Bee ie 2S Sia SE I aire 111,795 95,945 — 15,850 Receivables, Net 6,867 4,671 — 2,196 
7,180 Other Current Assets... 15,42 1,617 — 13,812 Materials & Supplies 3,691 5,236 + 1,545 
8766 TOTAL CURRENT ASSETS .. 260,531 204/027 — 56,504 Other Current Assets 4,137 6.497 + 2/360 
4,796 Net Property ee ae 7,831 32,092 + 24,261 TOTAL CURRENT ASSETS 34,026 33,209 — 817 
5,034 Investments 902 841 = 061 Road Equipment . 153,246 168,763 + 15,517 
6,116 pe 7 eae 7,110 879 — 6,231 Acquisition Adj., etc. (cr)55,180 (cr)42,389 — 12,791 
' ine aiaasesscenmnana set ier $276,374 $237,839  —$ 38,535 Accrued Deprec. & Amort. _.....(€t)35,770 — (er)34,219 — 1,551 

LIABILITIES Invest. & Cap. saan ete. shag 30,06: - 4,176 
4,719 Notes Payable $ 75,000 $ 36,000 —$ 39,000 Other Assets ...... : Daa 1,453 2,713 = 1,260 
2,965 Accounts Payable 17,517 26,802 + 9,285 TOTAL ASSETS ................ $127,843 $162,321 +$ 34, 478 
3,373 Reserve for Taxes, ete. ............. 75,005 41,013 — 33,992 LIABILITIES 
2,027 Accruals ssidsndeduee seed 70,221 42,734 — 27,487 TOTAL CURRENT LIABILITIES $ 9,559 $ 13,617 +$ 4,058 
4,196 TOTAL CURRENT EPABIEUUIGS: ©... oc2scssccs-ncscscs 237,743 146,549 — 91,194 Other Liabilities .. , sis 038 068 od 030 
15,052 Other Liabilities ...................... BRA eee poicdevints 2,220 3,311 + 1,091 Unadjusted Credits ............... en 3,264 3,782 —_ 518 
17,317 Reserves ....... me Pee eee Nee — 7,250 long Term Debt SRS . 25,684 33,745 - 8,061 
6,866 Long Term Debt . 19,400 + 19,400 Preferred Stock 31,850 31,850 
13,655 Common Stock 2,063 + 0. Common Stock ............. 23,035 29,061 + 6,026 
56,116 Surplus 66,516 + 39,370 Surplus 34,41 50,198 + 15,785 

: 39 TOTAL LIABILITIES $237,839 —$ 38,535 TOTAL LIABILITIES — $127,843 $162,321 +$ 34,478 
27,5 WORKING CAPITAL $ 57,478 34,690 WORKING CAPITAL... 4 $ 24,467 $19,592 —S$ 4,875 

CURRENT RATIO 1.4 + 3 CURRENT RATIO 3.5 2.4 —- Wil 
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New Investment Audit of...... 


ALLIED CHEMICAL 


By PHILLIP DOBBS 


Abia Chemical & Dye Corporation, in com- 
mon with other great American chemical companies, 
has been growing for well over a quarter of a cen- 
tury. Like its contemporaries in this field, its poten- 
tialities have been greatly expanded during the war 
and postwar years, particularly throughout the lat- 
ter period in which the company’s growth has been 
exceedingly swift. Not only has there been a tremen- 
dous increase in its sales volume from year to year, 
but a broadening of operations through the building 
of new plants and the modernization of older facili- 
ties. Pronounced activity of the company has been 
research, leading to the widening of usefulness of 
older products and the development of new ones. 
Some of those in the latter group will be referred 
to later on in this article. 

Through its widely diversified products, the com- 
pany’s operations cover a very broad field in the 
chemical industry, and yet, at the same time, many 
of its products fall into rather special categories. 
Among the most important of its products are: 
ammonia and other nitrogen products; alkalies and 
chlorine; acids and other heavy industrial chemi- 
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cals; coke, coal and by-products; 
roofing and building materials; 
dyes and coal tars intermediates ; 
insecticides, laboratory and re- 
agent chemicals and road ma- 
terials. 


Vast Sums for Expansion 


To keep pace with the growth 
of all industry and the advances 
in technology, especially since 
1946, the first full year after the 
end of World War II, Allied 
Chemical, to the end of 1953, 
has spent in expanding facilities 
and constructing new plants a 
total of $448.6 million. In 1953, 
alone, expenditures for these 
purposes totaled $135.2 million, 
about 85% of which went for 
expansion and new projects. 

It would be difficult to single 
out any one of these develop- 
ments as being more important 
than the others. For example, the 
company’s Solvay Process Divi- 
sion’s new projects started last 
year included construction of 
facilities to expand capacity for 
potassium carbonate used in the 
manufacture of high quality 
glass, textile printing and nu- 
merous other processes. Solvay 
also got work under way on a 
new plant for chlorinating me- 
thane to produce a variety of 
basic solvents having many ap- 
plications such as in the manu- 
facture of paint removers, in the 
production of synthetic rubber, 
and as a base for other chemi- 
cals. Both of these plants are 
scheduled to begin operations 
within the next few months. 
During 1953, this division com- 
pleted most of the work under 
way at the beginning of the year, including expan- 
sion of soda ash capacity at the Baton Rouge plant, 
and the new mercury cell chlorine and caustic soda 
facilities at the Syracuse and Moundsville plants. 

These additions and the rehabilitation of older 
facilities of Solvay Process should broaden sales and 
effect considerable operating economies. Much the 
same thing can be said about Allied’s Semet-Solvay 
Division, an important producer of coke and by- 
products, which only last year started up its poly- 
ethylene plant at Buffalo, N. Y., employing a process 
of cracking low cost fuel oil to obtain ethylene of 
high purity. Polyethylene is one of the fastest grow- 
ing products of the chemical industry, used in the 
manufacture of squeeze bottles, refrigerator con- 
tainers, radar equipment, insulating materials, pails 
that do not dent or corrode, and many other items 
to which there seems to be no end. Output of the 
new Semet-Solvay plant is being sold in the form 
of a high melting point wax, which is expected to 
find considerable use in the manufacture of waxed 
paper and cartons, wax pastes and polishes, and 
as an additive in printing inks. 
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At Allied’s Central Research Laboratory which de- 
veloped the processes now in use, work is continuing 
on modifications and additions to the new plant to 
enable production of polyethylene plastic. By the 
method of fuel oil cracking, Semet also obtains syn- 
thetic benzene for use in Allied Chemical’s National 
Aniline Division’s dye plant, propylene for use in 
Barrett Division’s new phenol plant, and butadiene 
for use in a new product now under development by 
National Aniline. 

Last year was also one of great progress for the 
' company’s Nitrogen Division. Among the achieve- 
| ments there were the completion of a number of 
projects, including expansion of ammonia capacity 
at two plants with installations of facilities permit- 
ting a switch from coke to natural gas as raw ma- 
terial for ammonia production. Substantial savings 
in raW material cost as a result of the change over 
are being realized. In addition ammonia production 
has been increased, making available greater quan- 
tities of nitrogen materials than originally forecast, 
without additional capital expenditure. 


Some Newer Developments 


Within a short time, possibly during the next two 
or three months, the Nitrogen Division will have its 
new ethylene oxide-glycol plant in operation. This 
new property, employing a new direct oxidation 
process, will produce ethylene glycol for use prin- 
cipally as a permanent type antifreeze, but which is 
finding a growing market in various chemical pro- 
cesses. The outlook for Nitrogen’s product in this 
field is especially promising considering that its new 
process produces glycol of high purity that makes it 
particularly desirable for use as an intermediate for 
various other chemicals. 

Possibly by mid-1954, the division will have its 
new ammonia-urea plant in operation which will be 
about simultaneously with the completion of instal- 
lation of facilities at another of its manufacturing 
centers to produce urea-formaldehyde concentrate, 
a new material having special advantages for the 
production of urea-formaldehyde 
plastics. The division also has 
made substantial strides in the 
fertilizer field, producing a high- 
analysis mixed fertilizer contain- 
ing 12% each of nitrogen, phos- 
phoric acid, and potash, the dis- 
tribution of which has been ex- 
tended into new areas. This prod- 
uct is the first of its kind com- 
mercially available which contains 
the three essential plant foods 
chemically blended rather than 
physically mixed. 

The National Aniline Division 
of Allied also continues to expand 
and improve its line of dyes, in- 
dustrial intermediates, pharma- 
ceuticals, detergents and other 
chemicals. Outstanding in the 
growth of this division is a new 
plant, scheduled to begin opera- 
tions this year, to produce Allied 
Chemical’s nylon-type synthetic 
fiber along with a nearby plant 
it Hopewell, to make intermedi- 
ates for the fiber. When in full 
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Comparative Balance Sheet Items 
December 31 

1944 1953 Change 
ASSETS (000 omitted) 
Cash $ 60,595 $ 24,630 —$ 35,965 | 
Marketable Securities 68,203 170,176 + 101,973 
Receivables, Net 18,949 48,289 + 29,340 
Inventories 27,621 60,129 + 32,508 
TOTAL CURRENT ASSETS 175,368 303,224 + 127,856 
Net Property 65,911 368,696 + 302,785 
Intangibles 21,306 21,306 
Investments 27,785 1,064 — 26,721 
Other Assets 3,803 8,268 _ 4,465 
TOTAL ASSETS $294,173 $702,558 + $408,385 
LIABILITIES 
Debt Payable $ 50,000 +$ 50,000 
Accounts Payable $ 7,985 23,931 + 15,946 
Taxes Accrued 26,702 47,546 + 20,844 
Other Accruals 498 2,574 oo 2,076 
TOTAL CURRENT LIABILITIES 35,185 124,051 + 88,866 
Reserves 67,684 34,295 — 33,389 
Long Term Debt 200,000 + 200,000 
Common Stock 12,006 44,288 + 32,282 
Surplus 179,298 299,924 + 120,626 
TOTAL LIABILITIES $294,173 $702,558 +$408,385 
WORKING CAPITAL $140,183 $179,173 +$ 38,990 
CURRENT RATIO 5.0 2.4 — 26 























operation the fiber plant will have a capacity of 
approximately 20 million pounds a year, while the 
new Hopewell plant will also be turning out adipic 
acid, an important intermediate in the manufacture 
of plastics, synthetic rubber and lubricants for jet 
engines. 

Keeping step with other members of the Allied 
family, the Barret Division in 1953 substantially 
enlarged the scope of its activities and increased pro- 
ductive capacity through progress on its construction 
program and acquisitions. In the latter activity, it 
took into its fold two plants manufacturing industrial 
adhesives and glues, resins for use in production of 
paints and other protective coatings, and a broad 
line of molding resins used by other manufacturers 


ALLIED CHEMICAL & DYES ACD 


THOUSANDS OF SHARES 


1946 1947 1948 1949 1950 1951 1952 1953 1954 
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to make a wide variety of plastic products. Barrett alone it spent $14.5 million for research and develop- 
also put into operation a new roofing plant to serve ment with much of its work being in various phases 
the expanding southern market. The division has of the rapidly expanding fields of polymers, resins, 
long been a major factor in the sale of prepared plastics and synthetic fibers. New laboratories were 
roofing and related products and has further ex- opened by the several divisions to facilitate research 
tended its line by acquisition of two plants in this in their respective fields of interest in petrochemicals. 
country and one in Canada producing insulating At the National Aniline’s Buffalo plant, a new lab- 
board for which there is a growing demand. Barrett’s oratory begun last year, will be devoted largely to 
other developments have been opening a new plant development and application of new dyestuffs and 
for the production of phthalic anhydride for which other synthetic organic chemicals. At the General 
there is an increasing demand for use largely in Chemical Division’s new research facilities work wil! 
resins for paints and other protective coatings, and be intensified on industrial chemicals, insecticides, 
the starting up of a new, low-cost process for the fluorine compounds and other related items. Included 
production of phenol, with acetone as a co-product. in these efforts is a constant search for low-cost | yee 
Allied’s General Chemical Division, producing processes for the basic chemicals required as raw | sto 
more than 1,000 products ranging from industrial materials in the various fields. the 
acids and other heavy chemicals to high purity lab- It would take something of a seer to be able to | pos 
oratory reagents and agricultural insecticides, is also foretell the possibilities that will emanate from the | goc 
expanding productive capacity to meet the steadily research laboratories. For the industry as a whole it | div 
growing demand for its basic products, and con- has been estimated that 40% of 1951 chemical sales | Thi 
tinuing the development of new products Last year were in products that did not exist 15 years earlier. | ves 
was marked by the division’s getting facilities under In 1952, sales of agricultural chemicals that were not | cha 
way for the production of sodium metasilicate used out of the development stage at the beginning of the | cor 
in special industrial detergents. This is a new prod- decade reached $90 million. Some measure of the | pos 
uct for General Chemical and adds one more to its potentials of Allied Chemical & Dye, as one of the |dep 
already long list. At about the same time, it com- largest companies in the chemical industry, can be | of 
pleted facilities for a new fluorine compound for use had from its 10-year record to the end of 1953. | mo 
in special type plastics highly resistant to corrosion Within that period sales and operating revenues have| OQ 
and stable over a wide temperature range. increased from $273.8 million for 1944, to a record | the; 
One of General Chemical’s biggest of its big prod- high for 1953 of $545.5 million, this latter showing |squ 
ucts is sufuric acid, the end uses of which are fer- exceeding 1952 sales and operating revenues by | bec: 
tilizer manufacturing, petroleum refining, steel pick- 11.2%, or slightly more than $55 million. As in Jati: 
ling, textile dyeing and finishing, paint pigments and previous years, gross income was augmented by |wa; 
rayon and cellophane production. Expansion of sul- profits on securities, amounting in 1953, to a little | gre: 
furic acid capacity has not been neglected. Two new more than a quarter of a million dollars, and by |tion 
plants with an annual capacity of 100,000 net tons, other receipts, including interest and dividends, of |subr 
were largely completed during 1953. Late this year, $5.7 million, to bring total gross income to $551.5 |crea 
the division is expected to attain still greater pro- million, as compared to $496.5 million for the pre-|spec 
duction from a Detroit plant which had already been vious year. incr 
expanded in 1958. In addition to these programs, it The importance of the source of the greater part] cour 
has been modernizing sulfuric acid facilities at its of the company’s dividend receipts merits special] U 
Cleveland plant to obtain greater efficiency and in- attention because of the still greater diversification |two 
creased output. through its investments in leading companies oper-|stor; 
ating in fields outside the chemical industry proper.|buyi 
Research Activities Stepped-Up Among Allied’s holdings are 208,309 common shares|the 
of Owens-Illinois Glass, 142,300 common shares oflesta] 
Meanwhile, Allied continues to put particular U.S. Steel, 55,225 common shares of Libbey-Owens-|mac} 
stress on the importance of research and develop- Ford Glass, 257,140 common shares of Air Reduc-la}lso 
ment activities in new expanding fields. Last year tion, 43,502 shares of (Please turn to page 58) by t 
their 
‘[|dolla 
Long Term Operating and Earnings Record | ‘oat 
abou 
Sales & Gross Percent | drop 
Operating Operating Income Net Net Net Div. Earned on to 6.. 
Revenue Income Operating Taxes Income Profit Per Per - Invested Price Range =| land ( 
———{Millions) Margin —{Millions) Margin Share Share Capital High Low | of th 
ads cn ects $545.5 $83.1 15.2% $37.2 $45.1 8.2% $5.10 $3.00 13.1% 79%621 Ito or 
1952 . 490.1 74.6 15.2 40.1 40:3 8.2 4.55 3.00 12.3 7852-671 irom 
1951 502.0 101.8 20.2 66.1 40.5 8.0 4.58 3.00 13.0 7772-58 It | 
1950 408.0 69.6 17.0 32.8 41.2 10.1 4.65 3.00 13.8 6412-501 
1949 363.7 56.2 15.4 22.8 37.1 10.2 4.19 2.50 13.1 52%2-41%  |idepal 
1948 387.7 50.2 12.9 22.5 31.7 8.1 3.58 2.25 118 4912-4234 iIsets ¢ 
1947 365.9 48.9 13.4 22.4 30.3 8.2 3.42 225 11.8 5012-41 hide 
1946 280.4 386 13.7 16.2 26.7 9.5 3.01 2.00 10.3 53-3812 
1945... 267.5 28.4 10.6 12.0 18.9 6.6 2.13 1.50 9.6 4g¥2-38%. end t 
1944 ...... 273.8 35.2 128 20.6 18.0 6.1 2.03 1.50 9.4 391%4-35% house 
10 Year Average 1944-1953 $288.4 $586 146% $29.2 $329 83% $3.72 $2.40 11.8% 797%-35% 4 iby 
1_To March 17, 1954. house 
feet ¢ 
— SaaS aaa — ~ such 
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STREE 


W stnin the last few 


years department store 
stocks have fallen from 
their previously held high 
positions as_ relatively 
good earners and stable 
dividend paying issues. 
This trend reflects the in- 
vestor’s recognition of 
changing customs and 
conditions that have 
posed problems for the 
department stores, some 
of which require time, 
more or less, to resolve. 
Outstanding among 
these problems are the 
squeeze on profit margins 
because of higher oper- 
ating costs, including 
wage increases and 
greater taxes; popula- 
tion shifts from urban to 
suburban areas, and in- 
creased competition from 
specialty stores and an 
increasing number of dis- 
count houses. 
Undoubtedly, these 
two types of retail outlets have cut into department 
store sales, especially in recent years when consumer 
buying was heavily concentrated in automobiles and 
the items handled by the specialty and discount 
establishments such as radios, TV sets, washing 
machines, refrigerators and other durables that are 
also carried by department stores. This is supported 
by the fact that department stores failed to hold 
their own in getting a larger share of the consumer 
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WEEKLY 
PERCENTAGE 
CHANGES 


{jdollar spent in retail outlets since World War II. 


Statistics show department stores in 1945 as getting 
about 8.3% of total retail sales; that this share 
dropped in 1948 to 7.2%, and in 1953 had declined 
to 6.3%. These percentages are on a national basis 
and do not accurately reflect the experience of some 
of the bigger units whose sales declines in relation 
to grand total were smaller, but nevertheless down 
from earlier years. 

It is generally recognized that people will shop in a 





department store for hard goods, ranging from TV 
sets and refrigerators to electric kitchen clocks, de- 
cide on the type or model they intend to purchase 
and then place their order with one of the cut-rate 
ouses. So bad has this condition become that Carson 
Pirie Scott & Co., the Chicago department store, 
has taken steps to combat it by opening a “ware- 
house store.” This constitutes about 33,000 square 
feet of warehouse space that has been stocked with 
such merchandise as major electric appliances, in- 
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cluding radio and TV sets, furniture, floor covering, 
a wide variety of garden accessories, work clothes, 
inexpensive casual wear for women and misses, and 
children’s play clothes. 

This is a down-to-earth operation, sans frills of 
any kind. The emphasis is on price. Purchasers will 
have to do their own hauling of merchandise, al- 
though the store will provide for delivery for which 
the customer pays the charge. The plan has ramifica- 
tions. It will provide an outlet for the main store’s 
discontinued goods, damaged items, floor samples, 
and for that matter goods on consignment from 
manufacturers wanting to dispose of discontinued 
models or to reduce inventories. Other big stores 
are likely to adopt the same or a modified plan to 
meet competition from the discount houses. 

Another contributor to the situation is the chang- 
ing character of the population’s ways of living and 
its shopping habits. There was a time when the big 
city stores had the entire metropolitan areas upon 
which to draw for their trade. The cities then were 
as much residential as they were commercial. Few 
city residents patronized local or neighborhood stores 
for anything except the everyday necessities. It was 
an easy matter to shop the big department stores 
that offered pleasant surroundings and such a 
variety of wares. Suburbanites located in what were 
then outlying districts lacking anything like modern 
stores, except for the (Please turn to page 48) 
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Strong 

Despite some exceptions, the 
stock groups reflecting strongest 
demand are mainly those which 
have been doing so pretty much 
throughout the phase of advance 
begun last September. They are 
principally aircrafts, amusements, 
the aluminum stocks, business ma- 
chines, construction, containers, 
dairy products, drugs and toilet 
articles, finance companies, food 
brands, machine tools, paper, pub- 
lic utilities, petroleum, soft drinks, 
sulphur and tires. 


Laggards 

Among the most laggard stock 
groups, well down from 1953 or 
earlier highs, are agricultural 
implements, airlines, auto acces- 
sories, automobiles (especially all 
listed issues other than General 
Motors), coal mining, coppers 
(despite some recent rally), rail 
equipments, rails, sugar, textiles, 
tobaccos and variety stores. 


Contrast 

Of course, this is emphatically 
a market of stocks. You do not 
buy, sell or hold any “average” 
or any stock group. In the recently 
strong business-machines group, 
for instance, note the contrast 
between Addressograph - Multi- 
graph and Underwood Corp. The 
former recently sold at a new all- 
time high of 6714. The latter re- 
cently sagged to 26, which is the 
lowest level since 1940, about a 
seventh of its 1929 high, little 
over a fourth of its 1937 high, less 
than a third of its 1946 high and 
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less than half of its post-1949 high 
of 58 reached in 1951. The trouble 
here is a major shrinkage in earn- 
ings—from $5 a share in 1952 to 
$1.13 a share recently reported 
for 1953. The earnings were the 
lowest since the “big depression,” 
comparing with the record $10.11 
a share in 1929 and best postwar 
figure of $8.31 in 1947. We have 
noted earlier that this is one of 
the minority of once favored 
Good-Name stocks which has been 
making lower highs on every bull 
market since 1929. The company’s 
main business is in typewriters, 
accounting and adding machines. 
Maybe it can make something of 
a comeback with its newly devel- 
oped electronic and punch-card 
accounting machines. Time will 
tell. The typewriter business is 
not one of much opportunity. 
Among the better stocks in the 








high-priced International ree tom 
ness Machines, the medium-pricedfited 
National Cash Register and theflays 
lower-priced Pitney-Bowes. rate. 
on m. 
oaty of ins 
The recent additional sharpbd inc 
run-up in the shares of Skelly Oilfione 
stemmed from reports of a newkvera 
oil discovery by this company inbpositi 
Texas, and one which reputedlyfrom 
might prove “rich.” Trouble is,ny ir 
nobody can know for sure untiller, 
more drilling is done. When andghort- 
if it becomes sure, the cream willtlyde 
already be out of the stock. De-more 
spite a glut of gasoline, crude oilDow | 
is still “black gold” and buriedMisso 
treasure. Relative to its sizehinat 
which is fairly small as oil Pes la 
panies go, Skelly has a lot of oilpnd 
(more output than its refineriesttang, 
require) and also a good naturalbpinic 
gas position. That is why it is sell-tomp: 














business-machines_ field, aside ing at a premium price, now 47Jn ot 
from Addressograph, are the ona regular $1.50 dividend rateW ith ; 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1953 1952 
Babcock & Wilcox .. Year Dec. 31 $8.14 $6.95 
Seem SISO) COPD... 66.5: .cccsecscscvsecsacieese Year Dec. 31 6.10 4.65 
Crown Cork & Seal Year Dec. 31 81 -26 
Hamilton Watch Co. i ... Year Dec. 31 3.59 1.00 
Newport News Shipblidg. & D. D............... Year Dec. 31 6.52 4.92 
Holland Furnace .. Quar. Dec. 31 -63 44 
Skelly Oil Co. .. Year Dec. 31 5.44 4.87 
American Natural Gas Co.......................... Year Dec. 31 3.48 2.34 
; Mack Trucks, Inc. .............. .. Year Dec. 31 1.70 -70 
Beech-Nut Packing Co... .. Year Dec. 31 2.42 1.90 
we = 
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Wielding little over 3%. Its 1953 
@et was $5.44 a share, against 
99952’s $4.88. Good earnings, low 
Bividend, probably good long-term 
®otentials. 


Bhorts 
As of March 15 the short in- 
erest in Big Board stocks had 
. fisen to 2,792,457 shares, up 69,- 
‘$13 shares as compared with the 
id-February report, and the 
Highest level since May 4, 1932. 
Short-sellers are mostly profes- 
sional traders. They are assumed 
o be smarter than non-profes- 
fionals. Perhaps they are—but it 
as never been possible to get con- 
sistently reliable clues to coming 
hanges in market trend by study 
bf variations in the short position. 
Professional or not, bears can be 
wrong for months on end. So can 
1 _@ulls. Covering by shorts can 
Ot fushion a market decline to some 
~‘pxtent, but the importance of this 
potential support can easily be 
Busi-pxaggerated. The short position 
pricedgited is a good deal less than two 
id theWays trading volume at the recent 
og A more important cushion 
on market declines is the buying 
of institutions and bargain-mind- 
sharped individual investors, much of it 
lly Oilfone on what amounts to a dollar- 
veraging basis. The biggest short 
any inposition and the largest increase 
utedlyfrom February 15 to March 15 in 
ble is\any individual stock was in Chrys- 
> untiller. Other “favorites” of the 
n andghort-sellers, as of March 15, in- 
m willtude American Woolen, Balti- 
k. De-more & Ohio, Carrier, Celanese, 
ide oilPow Chemical, Goodrich, Martin, 
buriedMissouri Kansas Texas, Nash Kel- 
| $1Zevinator, New York Central, 
1 com-Northern Pacific, Republic Steel, 
of oilnd Studebaker. In some _ in- 
ineriesttances, a short position reflects 
aturalppinion, right or wrong, that a 
1S sell- ompany’s prospects are adverse. 
ow 47Jn others, it has nothing to do 
1 rateWith company prospects or invest- 
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ment quality. A sharp rise in a 
stock will often attract short sel- 
lers. Examples are Carrier, Good- 
rich, General Electric, duPont, 
General Dynamics, Minnesota 
Mining & Manufacturing, and 
Westinghouse Electric. 


Growth 

Reflecting a higher marriage 
and birth rate beginning during 
World War II and supported by 
subsequent years of prosperity, 
we are having a population boom. 
The marriage rate reached its 
peak in 1948 and will be lower 
perhaps into the early 1960’s be- 
cause of fewer people of typical 
marriage age due to fewer births 
in the mostly depressed or less 
prosperous years of the decade 
1930-1940. However, there is a 
tendency toward marriage at a 
lower average age than formerly 
and also toward larger numbers 
of children per family. Births set 
a new record in 1958 at nearly 
4,000,000. Government studies in- 
dicate a total population growth 
of about 7% for the six years 
1955-1960, but a rise about four 
times that large in children of 
the age-group 10 to 14, and about 
three times that large in the age 
group 15 to 19. This is a plus fac- 
tor of some importance for poten- 
tial sales of companies whose 
products are used in any substan- 
tial degree by children. A few 
examples are American Chicle 
and Wrigley (chewing gum), 
Coca-Cola, leader in the soft-drink 
field; American Seating (biggest 
maker of desks for schools, etc.) ; 
such dairy-products companies as 
National, Borden and Beatrice 
Foods; Lionel Corp. (biggest 
maker of toy trains, etc.) ; Gen- 
eral Foods, whose broad line in- 
cludes cereals, cocoa, dessert prep- 
arations, etc.; such leading crack- 
er and cookie makers as National 
Biscuit, Sunshine Biscuits and 











DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Underwood Corp. «........6...6..s6ccccccsesccnecceees i 
Hudson Bay Mining & Smelt......*................ 
Studebaker Corp. ..2...2..........00...00000.000cccceeee 
Howe Sound €6...............5666.c.cccccccceccssccessoees Year Dec. 31 -62 


Transue & Williams Stl. Forg... 
American Smelt. & Refining. .......... 


American News Co 
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.. Year Dec. 31 
eines RUEONO. 2s. E ike access Year Dec. 31 
Park & Tilford Dist. Corp.......000000000...oooc.. Year Dec. 31 34 
Wyandotte Worsted Co... Year Nov. 30 -46 
Quar. Dec. 31 


1953 
$1.13 
4.15 
1.13 


1952 

$5.00 
5.37 
6.05 
1.69 
3.74 
5.30 
2.72 
1.28 
1.55 
2.24 


Yeor Dec. 31 
Year Dec. 31 
Year Dec. 31 


- 31 2.79 
2.87 
1.43 











United Biscuit; and Gillette Com- 
pany, mainly via increased use of 
home permanents or related hair- 
do preparations by girls. Amer- 
ican Seating and Lionel are specu- 
lative stocks; Gillette of good me- 
dium grade; the others of invest- 
ment grade. 


Coca-Cola 


Among the stocks cited, Coca- 
Cola, at 125 in a postwar range 
of 200 (in 1946) and 10014 (in 
1951) shapes up as a promising 
investment for substantial appre- 
ciation on a longer-term basis, 
with an apparently good chance 
for some gain in 1954. Sales are 
trending up. Squeezed down, by 
higher costs and unchanged sell- 
ing prices, from a postwar peak 
of $8.76 a share in 1949 to $6.11 
in 1951, profits are improving, 
having risen to $6.38 a share in 
1952 and $6.60 last year. Sales 
rose in such _ business-recession 
years as 1949 and 1938, and 
profits gained via lower costs. On 
the other hand, the company is 
protected against any major fu- 
ture rise in costs by escalator pro- 
vision in its selling contracts. 
Finally, the nickel “coke” is grad- 
ually on its way out at the retail 
end probably this will lead to 
higher selling prices by the com- 
pany in due time. Allowing for 
EPT relief, higher sales and more 
favorable cost factors, 1954 earn- 
ings could rise to the vicinity of 
$7.50 to $8 a share. Finances are 
strong, dividend policy liberal. 
Payments ($4 regular) have to- 
talled $5 in recent years, and may 
well be $6, as in 1949, this year. 
On a longer-term basis, profits of 
$10 to $12 a share, and dividends 
of $7 to $8, are conceivable be- 
tween now and 1960. Coca-Cola 
may again become a $200 stock, 
especially since it is among the 
best-qualified issues for more or 
less steady institutional buying. 


Yields 


Despite some increase in aver- 
age dividend payments, the mar- 
ket rise from the low of last Sep- 
tember has cut the average yield 
on representative industrial stocks 
by nearly 13% from around 6.3% 
to about 5.5%. Over the same pe- 
riod, however, average bond yields 
have fallen over 14%. In these 
terms, stock yield exceeded high- 
grade corporate bond yields by 
about 92% last September where- 
as at this writing the differential 
is about 95%. On the basis of 

(Please turn to page 56) 
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What's Ahead for Rusiness ? 


By E. K. A. 


The continued downtrend in industrial activity during March, 
reports of contraseasonal increases in unemployment, and 
further slowdown in retail trade have left their mark on senti- 
ment among business men and investors. The over-optimism 

that characterized the first 

K quarter of this year is tend- 

ir ing to give way to over-op- 

BUSINESS ACTIVITY timism. Both are equally 

PER CAPITA BASIS dangerous. 

po Admittedly, the business 

200 TEAR outlook for the next few 

“a aco months is not favorable. But, 

2 Co without clutching at straws, 

it can honestly be said that 

190 there are definitely favor- 

oe | able factors in the situation 

Two that will help offset the un- 
WEEKS 
AGO 











favorable factors. At this 
time, when the hoped for 
spring recovery in business 
is showing signs of being a 
somewhat feeble affair, a 
proper perspective is essen- 
tial. 

One of the outstanding 
“props” of our economy, 
capital expenditures for new 
plant and equipment, is 
holding up well. The SEC 
and Commerce Department 
estimate such spending for 
1954 at $27.2 billion, sec- 
ond only to the all-time high 
of $28.3 billion last year. 
The indicated four percent 
decline is not especially sig- 
nificant since it is within the 
error of estimate. 
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There never has been a 
serious business recession 
when capital expenditures 
were as well maintained as 
indicated in the official esti- 
mate for 1954. In fact, the 
decline of 10 percent or 
slightly more in_ industrial 
activity since last Spring is 
greater than appears war- 
ranted, on the basis of the 
historical relationship be- 
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tween the two series, by the 
contraction in 
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plant and equip- 
ment spending. 

There never has 
been a serious busi- 
ness recession when 
construction was 
well maintained. 
There have been 
numerous dire pre- 
dictions of a sharp 
decline in residen- 
tial building this 
year, offset only 
partially by step- 
ped-up commercial 
and public con- 
struction, but the 
predictions and the 
facts so far are at 
odds. February building permits for 215 cities totaled $341] 
million versus $336.4 million in February, 1953. 

The long decline in farm products prices appears to havd 
been halted, through government support programs an¢ 
vigorous government efforts to whittle down the large sur 
pluses, and farm income seems to have been stabilized a 
about 1953 levels. With Washington in there pitching, ther¢ 
is no prospect of an acute decline in farm income such a 
frequently accompanied former general business setback 
and touched off serious repercussions in non-farm areas. 

The inventory liquidation under way since early last Fal 
has been accompanied by a moderate amount of quiet price 
cutting, more undoubtedly than recorded in official pricq 
data. But, the amount of distress merchandise coming on thq 
markets is small, particularly in view of the substantial increase 
in the number of business failures. Although the general com 
modity price level is recognizably abnormally high, therg 
is faith in the approximate stability of prices with the resul 
that there is little or no tendency to rush to liquidate—at what 
ever the market will bring—before “the bottom drops out.’ 

During periods of inventory liquidation in the past, panicky 
selling often became fairly general after business activity and 
sales had slipped off as much as they now have slipped from 
last year’s peaks. Sharp breaks in prices put on the finishing 
touches to the generation of downward business spiraling, 
feeding upon itself. 

One of the most hopeful factors in the current situation ig 
the virtual absence of panicky sentiment anywhere. Strength 
in securities and stability in the general commodity price level 
(even though partially artificially induced) have been reassur- 
ing to business men. The above are cited as examples of stabil 
izing factors at the present time but they must be viewed agains 
a background of considerable doubt over nearby trends. 
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MONEY & CREDIT—Borrowers from the banks are going to 
pay less for money as the result of the recent cut in the prime 
lending rate—to 3%, from the 3%% rate that had been 


| charged since last April. The reduction will not be confined to 


prime borrowers only and those of lesser credit standing will 
undoubtedly receive a proportionate reduction. Meanwhile, 
the latest move in the direction of lower money costs had an 
immediate effect on other rates; bank charges on brokers 
loans were reduced by % of 1%, finance companies again 


lowered the interest they will pay on their offerings of com- 
| mercial paper and % of 1% was lopped off the cost of 


bankers’ acceptances, paper which originates through foreign 
trade financing operations. This downward trend in bank 
charges, further reflection of the decline in interest rates, has 
been brought about by two forces, namely Federal Reserve 
policy which has supplied the banks with ample funds, and 
the recession in business which has reduced the demand for 
loans. Illustration of the latter can be seen in the trend of 
commercial, industrial and agricultural loans of the weekly 
reporting member banks. In the past six months these ad- 
vances have fallen by $482 million, a sharp contrast to the 
rise of $1,904 million which they enjoyed in the one-half year 
ending March 11, 1953. 

The latest round of reductions in bank charges was a 
belated recognition of the “facts of life” in the money market 
and did not have much general effect on bond prices, al- 
though Treasuries were in temporary demand immediately 
after the news became known. For the two weeks ending 
March 19 the longest term Treasuries improved while shorter 
obligations marked time. Thus the 34s due in 1984 gained 2 
point to close at 109%, the Victory 2%s of 1972-1967 were 
unchanged and the 2%s due in 8 years lost Ye point. Cor- 
porate bonds have apparently reached a zone of stability for 
the time being with the yield on an average of best-graded 
corporates unchanged since March 12 at 2.85%. Tax-exempts, 
however, have been meeting some selling which is hardly 
surprising in view of the increase in the visible supply for the 
next 30 days, to $355 milion, the highest since June, 1953. 
This figure includes only those bonds for which sales dates 
have been set and actually an additional $459 million or so, 
of tax-exempts are on tap or will be offered within the next 
month, including some $208 million not yet on the calendar 
plus $251 million currently being offered from dealers’ inven- 
tories. The supply side of these bonds is thus rather sizeable 
and this can prevent any important up move in tax-exempts 
for the near future. 
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TRADE—Retail sales thus far in March have been running 
below year-ago levels, with this year’s later Easter a factor 
in the poor comparison. Dun & Bradstreet estimates that sales 
for the week ending Wednesday, March 17, were 2% under 
the corresponding 1953 week. Consumer demand for clothing 
was holding up well, but houshold goods were getting a 
mixed reception, with the drain on pocketbooks occasioned by 
income tax payments, acting to restrain purchases that re- 
quired large outlays. 
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INDUSTRY—Industrial output failed to show the usual sea- 
sonal pick-up in February and the Federal Reserve's index of 
output declined further to 123% of the 1949-1949 average, 
from 125 in January and 134 a year ago. Manufacturers of 
nondurables and producers of minerals did better thon other 
sectors with their February output unchanged from the pre- 
vious month. 

Industrial reports thus far in March show few signs of any 
upturn and the MWS Business Activity Index fell to 184.9 in 
the week ending March 13 against an average of 187.3 for 
the month of February. Special weakness this month was 
registered in output of steel ingots and in paperboard pro- 
duction. 


-— —————_—-Q— 





COMMODITIES—The more actively traded commodities have 
firmed of late and the MWS index of spot prices for 14 raw 
materials rose 3.1 points in the two weeks ending March 19 
to close at 152.1. The period saw higher prices for grains, 
lead, zinc, tin, cotton, silk, wool tops and rubber while raw 
sugar was somewhat lower. 

(Please turn fo the following page) 
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Essential Statistics 




































































































































































Latest Previous Pre- 
Wk. or .or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Jan. 3.4 4.1 4.0 1.6 (Continued from page 39) 
Cumulative from mid-1940. Jan. 537.2 533.8 484.7 13.8 The Bureau of Labor Statistics index of 
FEDERAL GROSS DEBT—$b Mar. 17 2747 2747 265.2 55.2 _| Prices for 22 sensitive commodities has fol- 
lowed a trend similar to that of the MWS 
MONEY SUPPLY—$b index, rising 2.7% in the period under 
Demand Deposits—94 Centers _____| Mar. 10 548 53.9 54.8 26-1 | review. The metals component of this index 
Currency in Circulati a Rs 8 107 | gained 6.1% in the two weeks ending 
BANK DEBITS—(rb3)** March 19 while fats and oils were up 
New York City—$b Jan. 59.9 54.0 50.0 16.1 |4.4%. 
344 Other Centers—$b. Jan. 89.6 715 91.4 29.0 ——-9o 
PERSONAL INCOME—$b (ed2) hie 283 285 281 102 NEW CONSTRUCTION ACTIVITY 
Salnitan end Wage ee 191 193 189 66 continues at high levels and amounted to 
fungeanents ie 50 50 52 23 $2,317 million in February, a record for 
seicanaeiiieiiied ii 23 23 22 10 the month. Although outlays were down 
Srensler eguene dee 15 14 14 3 from January’s total of $2,428 million, the 
(INCOME FROM AGRICULTURE) den 17 17 19 10 decline was less than seasonal and ex- 
penditures on a seasonally adjusted basis 
POPULATION—m (e) (cb) mea 161.1 160.9 158.4 133.8 | Were at an annual rate of well over $36 
Non-Institutional, Age 14 & Over - N57 115.6 114.0 101.8 | billion. This compares with actual spending 
Civitian Labor Force es 7? $26 62.7 55.6 | for construction of $34.7 billion in all of 
prey = wan wee - 3.8 | 1953. However, there may be some slack- 
Employed - serial acseel sasape 51.8 | ening of construction activity in coming 
In Agriculture -” a - wae 8.0 | months as heavy construction contracts are 
Non-Farm ~ _ =e — a2 currently running under year-ago levels, 
At Work - yet on sous 43.8 | according to the compilations of Engineer- 
Weekly Hours Jan 41.0 41.6 41.4 42.0 ing News Record. 
Man-Hours Weekly—b. Jan 2.37 2.46 2.41 1.82 ym 2 " 
sa-ciacasliegemnaeiaaaataaaliaaal fon. —~— _— _ Manufacturers’ shipments of PASSEN- 
trig on 47 7.0 67 4.8 | GER TIRES picked up sharply in January, 
prot tid 7” a7 13.1 13.6 11.7 | to 5,985,913 for the month, from 4,687,671 
ey aw. jon 39.4 40.2 41.0 40.4 | tires in December, 1953, according to the 
any Whee Gaente) mn 180.0 179.8 174.0  —77.3—-| report of the Rubber Manufacturers Asso- 
Weekly Wage ($) Jan 70.92 71.96 71.34 _-21.33 ‘| ciation. One factor in the jump is the tax, 
PRICES—Wholesale (Ib2) Mar. 16 1106 1106 110.0 669 | based on year-end inventories, which is 
Retail (cd) Dec. 209.1 208.9 209.6 116.2 | imposed on dealers in some states and this 
; causes them to defer taking delivery until 
COST OF LIVING (Ib2) Jan 115.2 114.9 113.9 65.9 January. Production of passenger tires 
Food. Jan 113.1 12.30 113.1 64.9 |came to 5,251,403 in January, a 2.9% 
Clothing Jan 104.9 105.3 104.6 59.5 |drop from the previous month. With ship- 
Rent. Jan 127.8 127.6 = 121.1 89.7 | ments ahead of output, inventories in the 
RETAIL TRADE—$b** hands of manufacturers fell 5.9% to 12,- 
Retail Store Sales (cd) Jan 13.7 13.9 14.1 4.7. | 279,042 tires but were ahead of the 11,- 
Durable Goods Jan. 4.5 4.6 5.0 1.1 | 287,880 tires on hand a year ago. 
Non-Durable Goods Jan 9.2 9.3 9.1 3.6 ‘* * mt 
nica oben = al 289287, oo | BUSINESS FAILURES were up again in 
acs cn hae = pail at = Zz February and 926 firms had abe their 
MANUFACTURERS’ doors, the highest for any month in the 
New Orders—$b (cd) Total** Jan. 20.2 22.0 24.5 14.6 | post-war period. Dun’s Failure Index, which 
Durable Goods Jan 8.0 9.6 12.5 7.1 | is seasonally adjusted, rose to 41 for the 
Non-Durable Goods__ | Jan 12.2 12.5 12.1 7.5 | month, from 37 in January and 30 a year 
Shipments—$b (cd)—Total**_____ | Jan 23.7 24.1 24.5 8.3 | ago. The LIABILITIES of failing firms were 
Durable Goods Jan 11.4 11.6 12.5 4.1 | also sharply higher at $47.8 million, which 
Non-Durable Goods______ | Jan 12.3 12.5 12.0 4.2 | was some 75% above a year ago the larg- 
est volume for any month in over 20 years. 
BUSINESS INVENTORIES, End. Mo.** Of course, the number and size of firms 
Total—-$b (cd) en wad nines sie 28.6 | has also increased substantially in the past 
Manvfacturers’ _ ge — _ 16-4 | two decades. In the first two months of this 
Wholesalers’ i ua ead sed “ year, liabilities of failing firms came to 
Retailers’ Jon 22.6 22.7 21.5 8.1 | $77.4 million, or more than 50% ahead of 
Dept. Store Stocks (mrb) _ ~ wand vd ‘1 | the corresponding 1953 period. Liabilities 
BUSINESS ACTIVITY—1—pc Mar. 13 184.9 185.5 197.6 141.8 |in mining, manufacturing and commercial 
(A. W. $.)—1—np. Mar. 13 228.9 229.6 238.9 1465 |services had the biggest year-to-year rise 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
SK Date Month Month Ago Harbor* 
ae INDUSTRIAL PROD.—Ia np (rb) Feb. 123 125 134 93 while wholesale trade suffered only a 
Mining Feb. 114 114 116 87 slight increase. 
of Durable Goods Mfr,_______________ | Feb. 137 140 135 99 * * * 
ol- Non-Durable Goods Mfr.___________ | Feb. 112 112 118 89 Public utility sales of GAS to ultimate 
” CARLOADINGS—t—Total Mar. 13 610 591 700 933 consumers set a record in January, 
ler Misc. Freight Mar.13 332 326 384 379 amounting to 6,556 million therms, an 
lex Mdse. L. C. L Mar. 13 65 64 71 66 8.3% rise over a year ago, the American 
ng Grain Mar. 13 44 4l 42 43 Gas Association has reported. Increased 
+ ——<— ua aae dae heating demand resulting from this year’s 
ey. ere NNT HLA a _ : : : : colder winter was a factor in the improve- 
SOFT COAL, Prod. (st) m Mar. 13 6.9 6.3 8.6 10.8 ment. Sales of natural gas accounted for 
TY Cumulative from Jan. 1 —:séd[: Maar. 13 76.4 69.5 90.8 44.6 94% of the total and came to 6,162 mil- 
to Stocks, End Mo Jan. 75.7 80.6 73.3 61.8 lion therms. 
for PETROLEUM—(bbIs.) Total consumption of natural gas last 
wn Sia th i mee o Mar. 13 65 6.4 6.5 41 year amounted to 98,900 million therms 
he pk = jo A ce eeas a 180 179 161 86 with public utilities accounting for 53,546 
>x- J aces 9 million therms and those buying directly 
s Fuel Oil Stocks. Mar. 13 46 46 42 4 : . 
isis from the wells consuming the remainder. 
Heating Oil Stocks Mar. 13 66 68 63 55 
36 Reserves of natural gas rose durng the 
ng LUMBER, Prod.—(bd. ft.) m Mar. 13 248 246 258 632 year, amounting to 2,273,000 million 
of Stocks, End Mo. (bd. ft.) b__-____ | Jan. 9.1 9.0 8.2 7.9 therms on December 31, enough for 23 
ck- years at current consumption rates. 
ng STEEL INGOT PROD. (st) m Feb. 7.1 8.0 8.9 7.0 hig P 
lati | | | 15.0 8.0 18.8 74.7 ; 
re ens Pb Spending for NEW PLANT AND 
ls, ENGINEERING CONSTRUCTION EQUIPMENT in 1954 will be 4% under 
wai AWARDS—$m (on) ana a 7 — ™” 1953 results, according to a governmental 
Cumulative from Jan. 1_-___-__. | Mar. 18 2,202 1,987 3,383 5,692 survey of capital spending plans of beak 
MISCELLANEOUS ness, taken in February. With outlays for this 
N- Paperboard, New Orders (st)t Mar. 13 253 305 226 165 purpose in the first quarter running ahead 
ry, Cigarettes, Domestic Sales—b. Dec. 29 30 30 17 of the corresponding 1953 period, spending 
71 Do., Cigars—m Dec. 437 533 439 543 for this purpose in subsequent quarters is 
he Do., Manufactured Tobacco (Ibs.)m_ | Dec. 14 15 15 28 expected to dip below year-ago levels. 
al b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., lly adjusted hly totals at annual rate, before taxes. 
and cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. on—Enginecting News-Record. I—S lly adjusted index 
is (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
his tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation 
til for population growth. pc—Per capita basis. rb— Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. st—Short tons. 
ses t—Thousands. *—1941; November, or week ended D ber 6. **— lly adjust 
i = 
% THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
P- 1954-1954 
he No. of 1953-’S4 Range sistas beau (Nov. 14, 1936, Cl.—100) High Low Mar.12 Mar. 19 
2,- Issues (1925 Cl.—100) High low Mar.12  Mar.19 | 100 HIGH PRICED STOCKS........ 134.9 114.4 133.9 134.94 
L- 300 COMBINED AVERAGE.......... 215.5 177.2 206.4 208.3 100 LOW PRICED STOCKS...... 260.5 203.7 238.9 241.8 
4 Agricultural Implements ........ 263.3 179.0 202.3 205.9 4 Investment Trusts ................ 1127 93.1 109.2 108.2 
10 Aircraft (‘27 Cl.—100)............ 518.8 330.3 498.4 518.8A 3 Liquor (‘27 Cl.—100).............. 967.8 811.1 848.6 848.6 
7 Airlines (‘27 Cl.—100)............ 693.9 492.6 541.9 536.9 RP CIRM Poo scescade cau ccasgnitccsecs 240.6 181.0 228.4 228.4 
in 7 Amusements ................... .. 104.8 76.4 103.9 104.8A 3 Mail Order .......... 128.6 101.0 110.2 110.2 
eir 10 Automobile Accessories .......... 289.4 213.8 243.6 250.6 3 Meat Packing 101.7 78.7 87.4 89.1 
he 10 Automobiles ................:0:000 49.4 39.0 39.6 40.8 10 Metals, Miscellaneous ............ 284.5 198.4 235.2 231.2 
ich 3 Baking (‘26 Cl.—100)............ 28.0 23.0 23.7 23.7 MWR © <icccccccssscs 521.4 394.9 507.5 521.4A 
ic 3 Business Machines ........... ae 425.6 311.4 418.5 425.6A po 468.6 376.5 468.6 468.6 
he 2 Bus Lines ('26 Cl.—100).......... 240.8 170.2 229.2 233.8 22 Public Utilities 210.0 173.8 208.0 210.0A 
ar GC CHOMIGUI ..5..cicsisccdcssccsecs eS > Fs 337.9 373.0 380.4 8 Radio & TV (‘27 Cl.—100)...... 36.9 27.6 30.9 30.9 
>re SB Cay TAMING cecsessccesseccess ne 15.4 9.0 9.8 9.8 8 Railroad Equipment .............. 64.1 49.1 56.3 57.3 
. 4 Communications ... Me 69.3 58.6 66.9 66.9 Me NN os oho lace eoecescsnisve 53.2 41.8 45.6 46.0 
ich 9 Construction .........s.cssccceesseee 74.0 57.9 73.4 7A.OA | 3 Realty ccc. 55.1 42.3 55.1 55.1 
rg- TE ORRONNONS a scsccsosvehisattersedsia 559.2 456.9 554.3 559.2A 3 Shipbuilding 330.8 228.7 313.2 322.0 
irs. 9 Copper & Brass... 175.4 125.3 148.8 148.8 Se GNI aos cass chcec csc saiveseccescs 433.3 339.0 429.5 433.3A 
ms 2 Dairy Products ......... es 106.2 82.3 104.1 106.2A WY See Se RR. ovonisscesnccicsecessese 151.4 122.8 140.3 142.9 
5 Department Stores ...... a 63.2 54.6 61.2 60.6 We NNER Eo. oes sec asa sh acocsateassaussestes 59.8 45.9 48.2 51.9 
0 5 Drug & Toilet Articles.......... 249.3 203.8 249.3 246.9 LL 6503 5255 6503 6503 
his 2 Finance Companies ................ 466.6 341.8 454.6 466.6A WS VMAMMMN sci. csesis ans ccsvesscceatensetes 162.2 101.3 110.4 113.5 
to PRS BONES oo..ccceccsccccesccccdenes 200.4 185.0 200.3 200.3 S Tiree & Rubieer:................005.0000 97.5 70.4 94.1 97.5A 
f 2 Food Stores 140.9 113.0 134.2 132.9 EE RONNIE ooh ec scatsedccasactoniees 105.2 81.1 82.8 82.0 
Iva 3 Furnishings 79.2 59.6 67.4 67.4 2 Variety Stores ..................000. 319.5 288.8 288.8 288.8 
les 4 Gold Mining .................. 760.0 502.3 547.5 607.8 | 16 Unclassified ('49 Cl.—108)...... 125.7 97.0 112.4 112.4 
ial A—New High for 1953-’54. 
‘ise 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dee. 6, 1941—85.0 





1953-54 1952 1951 1945 1941 1939 1938 1937 
SIRI covsccsossaseees 162.2 181.2 215.4 111.7 88.9 67.9 57.7 866 
tee 147.8 160.0 1764 98.6 58.2 489 47.3 54.6 
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Trend of Commodities 
Late February's strength in commodity futures has given’ These trends could materially increase the supply of “free') 
way to irregularity and changes in the two weeks ending wheat in coming months. Old crop soybean futures have been} 
March 22 were small in most cases. This is reflected in action forging steaidly higher and the May option gained 17 cents} 
of the Dow-Jones Futures Index which on March 22 was only _ in the fortnight ending March 22 to close at 367. During the 
% point away from its closing of two weeks earlier. Wheat same period the new crop, November, future lost 4¥ cents, 
futures have been mixed with the May option gaining 2 cent These divergent movements are a good illustration of the} 
during the period under review to close at 226. Certain wheat effect of a short current crop and an expected large crop next 
growing areas are still experiencing poor weather conditions season. Cotton improved somewhat in the period under review 
although damage so far has been moderate. It is estimated and the July option gained 31 points to close at 34.68. There 
that Government holdings of wheat amount to almost 1 billion is hope that exports are going to do better than had pre- 
bushels, which would leave little or no “free” wheat carry- viously been expected and these have certainly picked up} 1 
over at the end of the season. However, wheat redemptions since last Fall. However, domestic demand is still poor and} enj. 
have been picking up and so has Government selling. In the the volume of recent orders received by mills has been run-| that 
week ending March 5, the CCC sold 5.6 million bushels of ning under current production rates. There is some attention} yor" 
the bread grain which exceeded sales for all of February. to the dry weather which may affect crop prospects. mat 
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During World War II, American made cigarettes 
enjoyed great popularity in Australia, but since then 
that country through restrictions on cigarette im- 
ports from dollar areas has practically closed its 
market to U. 8S. tobacco manufaccturers. Philip 
‘Morris & Co., Ltd., is leaping this hurdle by setting 
up an Australian company to make and market its 
product there. The new creation will be Philip Morris 
(Australia) Ltd., with a portion of its $3.5 to $4 
million capital shares being held by the parent com- 
pany and the balance offered to the Australian public. 
It is stated that construction of a 50,000-square-foot, 
two-story plant is already underway in a suburb of 
Melbourne. The board of directors of the new com- 
pany will be made up of Americans and Australians, 
the latter being in the majority. 


From the time in 1935, when it acquired its first 
Diesel locomotive, Atchison, Topeka & Santa Fe 
Railway has continued to add to its Diesel fleet, be- 
coming the first railroad in the nation to use this 
type of power for hauling passenger and freight 
trains and for switching purposes. The road now 
owns 977 Diesels totaling 1,622 units with a total 
of 2,263,210 horsepower. Its three famous stream- 
lined passenger trains—the Super Chief, The Chief, 
and El] Capitan now run to the West Coast on sched- 
ules of 3914 hours. At the time the Super Chief took 
over, Santa Fe’s Chief was the fastest long distance 
train in the west, making the Chicago-Los Angeles 
run in 55 hours. 


Suburbanites and others, aspiring to good look- 
ing lawns or fruitful gardens, only to be thwarted 
by impoverished soil or the persistency of weeds, or 
both, are promised relief from these two troublesome 
problems. American Cyanamid Co., has brought out 
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vhat it trade-names “Lawn and Garden Cyanamid” 
vhich it says has four important uses—building soil 
humus, repairing old weedy lawns, making new, 
practically weed-free lawns, and making compost. 
he product is a unique chemical, calcium cyanamide, 
which when first applied to the soil will, it is said, 
kill weed seeds, and then through a rapid chemical 
hange becomes a highly effective fertilizer, supply- 
ng soil-sweetening lime and plant-feeding nitrogen 
uring the entire growing season. To change crop 
refuse quickly into soil humus, the cyanamid is 
spaded into the soil with leaves, or flower or vege- 
able stubble, to a 5 to 8 inch depth a week or more 
before planting or seeding. 









As a measure of its confidence in the ability of the 
ation’s economy to move forward, B. F. Goodrich & 
0., States it is investing more than $30 million for 





93ahew and better facilities. Such a sum will be about 


85% more than the $23 million the company invested 

















last year, and substantially above the highest amount 
it has ever spent in capital improvements in a single 
year. A sizable portion of this investment will go to 
increase the production and distribution of tubeless 
passenger car tires, introduced by B. F. Goodrich 
in 1947. 


Sponge rubber matting to prevent foot fatigue for 
people whose jobs keep them on their feet all day 
has been developed by the mechanical goods division 
of United States Rubber Co. Called ‘‘Foot-Ease,” its 
two layer construction of sponge rubber, protected 
by a tough rubber cover, is designed to cushion the 
effects of concrete, tile, or similar floors. It is believed 
use of this type of matting will increase worker effi- 
ciency. A recent survey, according to the company, 
has indicated that 70% of all industrial workers 
slow down production periodically as a result of foot 
fatigue. The new “Foot-Ease” may be used in most 
places except on wet or oily surfaces. 


Formation of a Dealer Enterprise Plan by the 
Chrysler Corp., is designed to attract younger men 
possessing the capacity, experience and desire to 
become automobile dealers. The plan provides for 
investment by Chrysler Corp., in selected dealer- 
ships that meet rigidly high qualification standards 
in order to provide the exceptional individual the 
opportunity to acquire a dealership commensurate 
with his managerial ability. Under the plan, dealers 
selected to participate invest a specified minimum 
of required capital, the necessary balance being pro- 
vided by Chrysler. Provision is made for retirement 
of the company’s interest out of the dealership’s 
earnings. 


Pittsburgh Plate Glass Co., has acquired in South 
Greensburg, Pa., seven acres of land on which are 
located two buildings with more than 140,000 square 
feet of floor space for use as a warehouse and dis- 
tributing depot for curved automobile replacement 
glass. The company plans to construct a factory ad- 
joining the existing structures that will be designed 
specifically for the manufacture of curved glass for 
replacement of windshields and rear windows of 
automobiles. Pittsburgh Plate Glass for some time 
has been an important supplier of curved and other 
glass for new automobiles through its large plate 
glass manufacturing plants at Creighton, Pa., and 
Crystal City, Mo. 


Stockholders of both Hudson Motor Car and Nash- 
Kelvinator have voted overwhelmingly in favor of 
bringing the two companies together under the name 
of American Motors Corp. Subject to certain condi- 
tions, the merger is expected to be completed on or 
after April 23. 














Where Dividends Can Be 
Maintained Despite Lower 
Earnings 





(Continued from page 15) 


desired attitude among investors, 
it is necessary that dividends be 
maintained on a reasonably satis- 
factory basis. If investors are to 
be encouraged to invest in new 
stock, they will first of all want 
to make sure that dividends will 
be continued. 

For that reason, it is likely— 
barring a much deeper cut in 
earnings than expected—that the 
dividend trend this year will be 
affected less by the actual earn- 
ings than by the two important 
factors described above: first, the 
condition of the company’s finan- 
cial resources, and, second, in view 
of future financing requirements, 
the desirability of maintaining 
good stockholder relations through 
continuing satisfactory dividend 
payments. 

It would take a serious decline 
in earnings, indeed, to cause direc- 
tors to reduce dividend payments. 
Furthermore, even in the event 
of such a decline, directors would 
be loath to take unfavorable divi- 
dend action unless they were con- 
vinced recovery was far distant. 
It will be noticed in the accom- 
panying table that during the 
1948-49 slump, in instances where 
earnings declined appreciably, 
dividends were maintained and in 
several cases even increased. Only 
one of the ten companies listed 
reduced its dividend. 

From the above, it is indicated 
that so far as the dividend out- 
look is concerned, the present 
strong cash position of companies 
and prospects for further in- 
creases for the reasons given, 
should exert a strong constructive 
force. We have also seen that 
moderately lower earnings as in 
1948-1949 have no effect on divi- 
dends generally, the exceptions 
being companies in a particularly 
depressed condition and which 
were not strong in cash. The 
question, therefore, remains; 
what would be the position of 
dividends if earnings this year 
should drop materially? 

In the last column of the ac- 
companying table, we have shown 
the dividend coverage of the com- 
panies listed in the event their 
earnings declined 25% below 
1953. We have used this hypothe- 
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tical figure because any decline of 
such dimensions would automati- 
cally raise questions as to the 
safety of the dividends whereas 
declines in earnings of 10% or 
15% probably would have no such 
impact, as was true in the last 
previous business slump in 1948- 
1949. 

It will be noticed that even 
with a decline of 25% in earnings 
all ten stocks would still be able 
to cover dividends though in sev- 
eral cases by a slim margin. Of 
the ten companies, only General 
Motors has comparatively small 
cash holdings as compared with 
dividend requirements. The others 
are very well entrenched in this 
respect, several of them excep- 
tionally well. 

First quarter earnings will of- 
fer the first clue as to the pros- 
pects for dividend maintenance 
this year but much more import- 
ant will be the ratio of earnings to 
dividends for the first half of the 
year. If business as a whole has 
not picked up by the end of that 
period and earnings approach un- 
comfortably close to dividend 
rates, directors probably would 
have to take such an adverse 
trend into consideration in plan- 
ning future dividend policies. 
Even in that case, directors would 
probably prefer to continue pay- 
ments at the old rate for a period 
longer, particularly where finan- 
cial positions were strong. In 
other words, it would take at 
least six months of a continued 
decline in earnings, with definite 
prospects of a further decline, to 
imperil existing dividend rates. 
On the other hand, if earnings for 
the first half hold up better than 
expected—even though lower than 
for the same period last year— 
there would be no sufficient rea- 
son to doubt that dividends of 
the better-placed companies could 
be maintained. 





How 1953 Stock Splits Fared 
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outstanding, which has remained 
constant since 1945. 


STANDARD OIL CO. (IND.) 
This is the only one of the major 
oil companies which has not split 
its stock in the post-war era. In 
the past 11 years alone the com- 
pany has earned a surplus, after 
dividend payments, of nearly $50 
a share. With earning power es- 
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tablished in the past few years at 


over $8 a share, it would be nor. 
mal that the number of shares 
outstanding be brought up to cor- 
respond with both the established 
profit base and the steady accumu- 
lation of surplus. A stock split for 
the shares had been anticipated 
several years ago to follow the 
action of other leading cempanies 
in the field but the management 
evidently has preferred to wait 
until full integration of facilities 
was affected through its massive 
expansion program carried on 
ever since the end of World War 
II. This point seems now to have 
been reached. There have been no 
changes in common stock out- 
standing since 1920. It is signifi- 
cant that in 1952, authorized 
stock was increased from 20 mil- 
lion to 40 million, thus paving the 
way for an eventual 2-for-1 stock 
split. 


SUNSHINE BISCUITS, INC. 
Since 1943, this company has 
built up a surplus after earnings 
of $33 a share. With an earning 
power in recent years established 
at around $6 a share minimum, 
no bonds or preferred stock out- 
standing, and a powerful financial 
position, it would seem that the 
directors can logically consider in- 
creasing the number of shares of 
capital stock through a stock split. 
The last time the shares were 
split was in 1946. The company, 
in more than fifty years of opera- 
tion, has never had a loss and is 
expected to develop even larger 
earning power over the years as a 
result of steady expansion and 
consistently substantial capital ex- 
penditures. 
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The Conquest of Everest 
By SIR JOHN HUNT 


In this book, Sir John Hunt, leader 
of the British Expedition, gives the 
complete, authoritative, and deeply 
moving story of that great undertak- 
ing. He tells of the preparations, the 
painstaking effort to foresee every con- 
tingency, and the valuable data gained 
from other, often ill-fated expeditions 
in the past. Against that background, 
Sir John Hunt has written an unfor- 
gettable chronicle of the struggle of 
men against a mountain. As the narra- 
tive reaches its climax, Sir Edmund 
Hillary gives his own, personal account 
of the final assault on the summit of 
Everest. 

The book contains a wealth of photo- 
graphs, eight pages in full color and 
48 pages in black and white, as well as 
many maps, sketches and drawings. It 
is enriched with valuable appendices on 
every aspect of the ascent. There are a 
complete glossary and index. 


Dutton $6.00 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


5. Special rates upon request for those requiring additional service. 





Goodyear Tire and Rubber 

“Please report highlights of Goodyear 
Tire & Rubber Company’s operations 
during 1953 and also include the number 
of plants operating in foreign countries.” 

T. P., Dayton, Ohio 

Highlights of Goodyear Tire & 
Rubber Company’s 55th year of 
operation showed the following re- 
sults: Sales and production 
eclipsed all previous marks, total 
volume exceding $1 billion for the 
third successive year. The 1953 
sales of $1,210,508,783 compared 
with $1,138,403,608 in 1952. 

Consolidated net income _in- 
creased to a new high of $49,323,- 
167 equal to $10.28 per share of 
common stock, compared with 
$39,009,866 for the year 1952, 
equivalent to $8.00 per share, 
based on the number of shares 
now outstanding. 

Production in units and tonnage 
was the highest in the company’s 
history. In 1958, Goodyear pro- 
duced its 600 millionth pneumatic 
motor vehicle tire, a record. 
Goodyear employment reached 
a new peacetime high, averaging 
more than 101,000 employees, 
world-wide. This was exceeded 
only by the war time record of 
103,000 in 1954. Total payroll 
reached the all-time high of $350 
million, or about 29% of the total 
volume. 

Goodyear’s foreign operations 
have enjoyed a record growth. Be- 
sides its 22 plants in the United 
States, the company operates 24 
plants in 17 foreign countries and 
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its products are sold in every 
country outside the Iron Curtain. 
Capacity of the foreign plants was 
substantially enlarged in 1953. In 
addition, several other expansion 
programs abroad were initiated 
during the year, and the benefits 
of the additional manufacturing 
potential should be realized before 
the close of 1954. 

Dividends in 1953 were $3.00 in 
cash plus 3°% in stock. For the 
first quarter of 1954 a 75¢ divi- 
dend was paid. 


International Shoe Company 


“T have been a reader of your maga- 
zine for some years and would like to 
take this opportunity to commend you 
on the excellent qualities of your articles 
and general organization. 

“Please furnish sales volume of Inter- 
national Shoe, earninas and other pert- 
inent data that will indicate recent 
operations of the company.” 


Consolidated net sales of In- 
ternational Shoe Comnany. and 
subsidiaries totaled $251.027,699 
for the fiscal vear ended Novem- 
ber 30, 1953. This was an increase 
of approximately $34 million, or 
16% over the preceding year. 
Military sales showed a decrease 
of $2,558,704 under the preceding 
year, while civilian sales showed 
an increase of $36,544,480 or 
17%. Consolidated net income be- 
fore taxes was $19,508,358; after 
taxes, net income amounted to $9,- 
930,720, an increase of $1,643,- 
828, or 20% over the 1952 fiscal 
year. Per share net income 





amounted to $2.93, as compared 
with $2.44 in the year previous. 
Dividends were $2.40 a share, the 
same as in the previous year. This 
latest payment completed 41 vears 
of uninterrupted payments. 

The company produced approxi- 
mately 55,600,000 pairs of shoes, 
or a fraction over 11° of all shoes 
produced in the United States. 
In addition, International’s 29 
other plants produced leather, cut 
soles, rubber heels and soles, cot- 
ton textiles and other articles 
used by International in the 
manufacture of its shoes. 

Acquisition of the Florsheim 
Shoe Company was the outstand- 
ing event of 1953 for Interna- 
tional. Florsheim holds a unique 
position in the industry and its 
shoes round out International’s 
coverage of the footwear needs of 
the consuming public. 

Six shoe factories were added 
in 1953 due to acquisition of the 
Florsheim Shoe Company, and 
one factory was closed. The com- 
pany now operates 60 shoe fac- 
tories in 56 communities of 5 
states. It also operates 29 plants 
producing various supplies for 
manufacture of its shoes. Its new 
processing plant for rubber com- 
position heeling and soling ma- 
terials at Bryan, Texas, construc- 
tion of which was started in 1953, 
is nearing completion. Prospects 
over coming months appear satis- 
factory. 

S. E., Rome, N. Y. 


Kroger Company 
“T have been reading about the expan- 
sion of super-markets in the post-war 
period. I would be interested in finding 
out the number of stores Kroger Com- 
pany has in operation and also recent 
sales volume, earnings and inventory 
position.” 
P. W., Canton, Ohio 


Net income for 1953 of $12,- 
528,664 or $3.40 per share after 
taxes was reported for the Kroger 
Company. This was equivalent to 
1-2/10¢ profit per sales dollar. 
Earnings exceeded 1952 by $418,- 
577 or 10¢ per share. 
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Sales for 1953 totaled $1,058,- 
608,651, an increase of $6,758,- 
716. Retail prices were slightly 
lower than in 1952 due princi- 
pally to lower prices of beef, fresh 
meats and vegetables. 

Federal taxes totaled $16,781,- 
000 or 57.3% of before-tax in- 
come. Included in this amount 
was $1,639,000 of excess profits 
tax. 

Operating costs continued to 
rise during 1953. Operating and 
general expenses were $148,802,- 
687, an increase of $10,550,422 or 
7.6% over 1952. Salaries and 
wages, including manufacturing, 
increased $7,349,179 or 6.4%. The 
rising costs of doing business have 
as yet shown little tendency to 
level off, according to the com- 
pany’s president. Transportation, 
supplies, rentals and other costs 
follow wage rates upward. The 
trend to longer store hours adds 
to operating costs. 

An aggregate net worth of 
$104,646,321, approximately twice 
that at the end of World War II, 
was reported at the year-end. 
This improvement was due to the 
re-investment of a part of each 
year’s income, and is necessary if 
the company is to keep abreast of 
developments in the industry and 
continue its record of growth. 


Kroger’s cash balance at the 
end of 1953 was $41,792,719. The 
company had no outstanding bank 
debt. 


Inventories on December 26, 
1953, were $81,996,446, an _ in- 
crease of $4,053, 097 from the 
previous year. Net working capi- 
tal was $68,707,575 and the work- 
ing capital ratio was 2.1 to 1. 


Kroger opened 1438, new, re- 
modeled and relocated stores in 
19538. A considerable number of 
new stores are now in the plan- 
ning and construction stage, with 
an expanded stores building pro- 
gram contemplated for 1954. 
There were 1,810 Kroger stores in 
operation in 19 states as 1953 
closed, a decrease of 81 from the 
1952 total. 


Increased competition during 
1954 was foreseen in the grocery 
chain field but with consumer pur- 
chasing power remaining high, 
Kroger anticipates that its busi- 
ness should be satisfactory. 

Dividends including extra 
totaled $2.00 a share in 1953 and 
the regular quarterly dividend 
was increased to 45¢ a share in 
the first quarter of 1954. 
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American Locomotive Company 


“Has American Locomotive Company 
expanded into other industries than the 
railway equipment field? Please furnish 
recent earnings, dividends and working 
capital position of the company.” 


L.S., Uteca, N.Y. 


American Locomotive Com- 
pany’s earnings from operations 
in 1953 were the best recorded in 
27 years. Sales reached a new 
record peak of $440,710,000, ex- 
ceeding the 1952 sales total of 
$349,953,000 by more than 25%. 

Net earnings for 1953 amount- 
ed to $7,401,000, or $3.40 per 
common share after preferred 
dividends. This was an increase 
of 15% over 1952 net earnings 
which amounted to $6,444,000, or 
$2.83 per common share. 

Indicating the changing char- 
acter of what had been essentially 
a locomotive business was the an- 
nouncement that output of Alco’s 
diversified products — excluding 
locomotives and Army tanks — 
amounted to $85,000,000 in 1953. 
This was the first time in the 
company’s history that production 
of other regular products closely 
approached the volume of its an- 
nual locomotive sales. 

One of Alco’s diversified, “new” 
businesses was to be the manu- 
facturing of atomic energy equip- 
ment, which accounted for more 
than $22,000,000 in sales in 1953. 
A business developed entirely 
since 1950, Alco’s atomic energy 
production includes heat transfer 
equipment for atomic energy pro- 
ducing plants at Oak Ridge, 
Savannah River and Portsmouth, 
Ohio, among others. Alco also 
turned out several heat ex- 
changers in 1953 for the Nautilus, 
first submarine in history to be 
powered by atomic energy. Other 
atomic energy products included 
nickel-plated pipe, which Alco 
pioneered in 1950, nickel-plated 
valves and “other special assem- 
blies.” 

With expansion of Alco’s busi- 
ness to the chemical, petroleum 
and other’ process _ industries, 
where there is a far shorter de- 
livery time than in the locomotive 
business, backlog figures are less 
significant than in the past. 
Nevertheless, Alco had a $160,- 
000,000 backlog of business as of 
the end of 1953, of which $98,000,- 
0000 was for combat tanks and 
other ordnance production, and 
$62,000,000 for regular products. 

Although the company is ex- 
panding in other directions than 
the locomotive field, the company 
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expects the locomotive business as 
a whole to continue to be a volume 
operation. Within a few years the 
volume of its locomotive service 
operations will fill the gap caused 
by the decline in sales of new 
diesel locomotives. Service opera- 
tions are sales of parts, rebuild- 
ing and modernization of locomo- 
tives and components, and even- 
tual replacement of earlier diesels 
by still more efficient locomotives. 

Dividends including extras to- 
taled $1.40 a share in 1953 and 
50¢ was paid in the first quarter 
of the current year. 


Capital Airlines 

“Please submit comparative opera- 
tions of Capital Airlines for the past two 
fiscal years and also include working 
capital position.” 

C. L., Trenton, N. J. 

Capital Airlines had net earn- 
ings for the year 1953 of $1,652,- 
289 equal to $210 per share of 
common stock after income taxes 
of $1,207,000. These 1953 earn- 
ings compare with net earnings 
of $1,412,643 equal to $1.80 per 
share in 1952 after income taxes 
of $610,000 or an improvement of 
$239,646 and 30¢ per share of 
common stock. Operating income, 
before income taxes and non- 
operating deductions was $3,078,- 
493 for 1953, an increase of $1, 
088,990 or 54.8% over the $1,989,- 
503 recorded in 1952. 

Operating revenues, totaling 
$45,580,821 were the highest in 
the company’s history and repre. 
sented an increase of $5,184,821 
or 12.8% over 1952 revenues of 
$40,395,703. Operating expenses 
which totaled $42,502,031 repre- 
sented an increase of $4,095,831 
or 10.7% over the $38,406,200 
recorded in 1952. 

All classes of revenue contri- 
buted to the increase of $5,184,- 
821 over 1952. Passenger revenue 
was up $4,300,000 or 12% ; char- 
ter revenue up $353,000 or 43%; 
cargo and mail revenue increased 
$435,000 or 14%. All revenue in- 
creases resulted from increased 
volume oi sales and the company 
set new records by carrying 2,- 
250,000 passengers, a total of 716,- 
607,000 revenue passenger miles, 
an increase of 12% in pasengers 
and 11% in passenger miles. Thé 
record level of passenger traffid 
was accompanied by an increas¢ 
in the load factor of 2.5% over 
1952. 

Continuing close attention td 
cost controls enabled the company 

(Continued on page 60) 
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FROM GULF OIL’S 
1953 ANNUAL REPORT 


Consolidated Balance Sheet, December 31 


Assets 
1953 
Cash & marketable securities $ 377,578,794 
Receivables (Net) 179,786,282 
Invemiories- <. . <<... <) « 177,281,246 
Total current assets . . $ 734,646,322 


Investments and long-term 


receivables (Net) 128,940,946 
Properties, plant, and 

equipment (Net) . 890,538,173 
Prepaid & deferred charges 11,622,412 


TOTAL ASSETS . $1,765,747,853 


Consolidated Income Statement 


1952 


$ 329,896,158 
164,378,006 
170,055,548 


$ 664,329,712 
1275727, 


823,005,470 
12,226,899 
$1,627,279,394 





Liabilities 
1953 1952 

Current liabilities 310,002,539 $ 297,585,663 
Long-term debt 178,509,631 181,729,800 
Reserves 24,851,959 24,201,044 
Deferred income : 36,019,340 35,245,198 

Capital shares (24, 541,943 in 
1953; 23,598,120 in 1952) 613,548,575 589,953,000 
Other capital . 37,791,668 22,690,500 

Earnings retained in the 

business . : 565,024,141 475,874,189 
TOTAL LIABILITIES . $1, 765, 747, 853 $1,627,279,394 








NET SALES AND OTHER REVENUES 


EXPENSES: 


1953 


$1,652,893,769 


Purchased crude oil, petroleum renee and other 


merchandise 


Operating, selling, and administrative ‘expenses 


Taxes, other than income taxes 


Depletion, ns satan amortization, and retirements 


Interest 


Estimated income taxes—U. S. and foreign 


NET INCOME 


$ 665,355,761 
533,336,921 
31,570,513 
138,831,004 
4,972,873 

103, 2790, 561 


$1, 477,857, 633 


$ 175,036,136 


1952 


$1,539,154,673 


$ 619,493,767 
506,203,097 
31,686,172 
128,994,786 
5,031,328 
105,925, 195 


$1,397,33+¢ 4,345 
$ 141,820,328 





Operating Highlights 


Net crude oil produced—Total barrels 
Daily average barrels . 


Crude oil processed at sofinerion—Toeal nines 


Daily average barrels . = 
Refined products sold—Total barrels 
Daily average barrels . 
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1954 





1953, 1952 
269,168,000 252,306,000 
737,447 689,360 
181,294,000 182,118,000 
496,696 497,591 
203,576,000 200,287,000 
557,740 547,231 
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A limited number of copies of 
Gulf’s 1953 Annual Report are 
available upon request to P.O. 

Box 1166, Pittsburgh 30, Pa. 
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Strong and Weak Spots 
in Department Store Stocks 





(Continued from page 35) 


butcher, the baker and the grocer, 
hied themselves to the city em- 
poria for a day’s shopping, a fre- 
quent occurrence with parking 
space always available, if they 
came by automobile, or without 
excessive fares on the commuter 
trains, railroad passenger rates 
being what they are. 

All this has changed consider- 
ably. Cities have lost some of the 
population that patronized the big 
department stores. In their place 
have come, for the most part, 
those in lower economic brackets, 
whose wants, either by necessity 
or choice, are insufficient to main- 
tain department store sales at 
high levels. Moreover, those who 
have joined the trek from the 
cities to the suburbs are, in the 
main, the younger married people, 
wanting this, that and the other 
for their new homes, and raising 
families that need furniture, 
clothing and the 101 other items 
essential to life from the cradle 
on. The suburbs, as a result of 
this migration, have grown up 
fast. It is estimated that within 
the last 10 years New York City 
has lost more than 500,000 upper- 
and middle-income bracket fa- 
milies to suburban areas. In ap- 
proximately the same period, St. 
Louis, although increasing its pop- 
ulation by about 6% has witnessed 
an increase of more than 48% in 
its suburban population. The rec- 
ords would show similar rates of 
expansion in the suburban areas 
of Boston, Chicago, Philadelphia 
and other principal cities. 

Along with this suburban 
growth has come into existence in 
the various localities huge shop- 
ping centers. New ones are con- 
stantly coming into being and will 
be followed by others now in the 
designing stage. These are solid 
developments involving costs in 
the millions—anywhere from $20 
million for Chicago’s suburban 
Forest Park center to $100 mil- 
lion for the Lakewood layout near 
Los Angeles. Today’s suburbanite 
no longer has to come to the city, 
to be harrassed by the car parking 
problem or expend money for 
railroad fare to do his shopping. 
He has his stores, with ample 
parking space, close to hand. The 
changed pattern of retail trade 
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is forcing the big department 
stores to go into the suburbs by 
opening branch stores in or close 
to the shopping centers in order 
to benefit from the tremendous 
purchasing power of the rapidly 
growing suburban population. As 
a matter of fact, the growth in 
the next five or 10 years may be 
faster than that so far recorded 
as commercial houses, business or- 
ganizations, factories and mills 
leave the cities in the wake of the 
exodus of the populace to subur- 
ban territories. 

The leading department stores, 
recognizing the trend, began to 
move into the suburban markets 
with a good degree of success, 
helped by the fact that operating 
expenses do not run as high as 
those of the main city store. Al- 
though Federated Department 
Stores does not disclose to what 
extent its Abraham & Strauss 
Hempstead, Long Island, store 
contributed to earnings since its 
opening in early 1952, it supplies 
a partial answer by now adding a 
fourth floor and part of a fifth to 
the three selling floors with which 
the branch began business less 
than two years ago. Since 1951, 
Federated’s subsidiary, Fedway, 
has opened six stores, patterned 
after the big-city stories in as 
Many growing communities, and 
expects to have two more in oper- 
ation sometime this year. Another 
subsidiary, Filene’s of Boston now 
has nine branch units operating, 
with Halliburton’s of Oklahoma 
City, operating six branch units. 

R. H. Macy & Co., subsidiary, 
Macy’s New York, now operating 
four branches in the outlying dis- 
tricts, is proceeding to build 
another unit in the great new 
shopping center at Roosevelt Field 
on Long Island, which will be the 
largest such store in the entire 
metropolitan area. In addition to 


this project, it is also planning 
large regional shopping center j 
Bergen County, N. J., and anothe 
subsidiary, Bamberger, with 
branches in Morristown and Mil} 
burn, N. J., is building two mor 
Macy’s San Francisco, alread 
operating two branches intends t 
add another and is cooperatin 
in the development of two ne 
shopping centers in the San Fra 
cisco Bay area. Marshall Fie 
now has three branches operatin 
in suburban Chicago. May D4 
partment Stores, in addition to it 
chain of 10 major departmey 
stores is operating 15 branche 
Gimbel Brothers, operating 1 
major units in many of the pri 
cipal cities, has not moved 4 
rapidly as some of the others i 
expanding into suburban area 
Among its plans are the openin 
of two new branches in the Mil 
waukee area, a new Saks Fift 
Avenue store in White Plains, an 
one in the $15 million shoppi 
center in suburban Philadelphy 
This expansion into the subur} 
appears to hold promise. Mea 
while, the big stores have { 
wrestle with another problem 
how to cut overhead and boo 
sales volume of their main store 
Rigid operating expenses, not th 
least of which is current wag 
scales for sales people and pra 
tically all classes of employee 
many of whom are fairly weé 
unionized, makes cost cuttil 
somewhat difficult. For this rej 
son, store managements are n 
overlooking any means of redul 
ing expenses. One of the moj 
recent moves has been the co 
certed decision of a majority 
the New York stores to char 
for major alterations of men 
wear. Generally, there will be 1 
charge for trouser cuffs, lengthe 
ing sleeves and minor work, b 
(Please turn to page 50) 











@ 
a 
























































































Statistical Data on Leading Department Stores 
—Net Sales ———1952 —_——1953 
Earned Div. Earned Div. Recent Indicated 
1952 1953 Per Share Per Share PerShare PerShare Price Yield 
Allied Stores .. $501.8 na. $5.06 $3.00 $5.10! $300 43 69% 
Associated Dry Gds. 154.6 n.a. 2.63 1.60 2.504 1.60 21 7.6 
Best & Co... 35.4 $ 35.5! 2.39 2.00 2.90! 2.00 26 7.6 
Federated Dept. Strs. 447.8 n.a. 3.62 2.50 3.504 250 42 59 
Gimbel Bros. 291.6 n.a. 2.14 1.00 2.204 1.00 14 7.1 
Lane Bryant 58.1 n.a. 2.26 1.00° 2.204 1.00° 15 66 
Macy, R. H. 331.7 334.0° .97 2.00 2.05” 160 22 7.2 
Marshall Field & Co. 225.5 217.9 2.56 2.00 2.80 2.00 26 7.46 
May Dept. Stores 447.5 n.a. 2.57 1.80 2.754 130 29 62 
n.a.—Not available. 3—Plus stock. 
1—Year ended January 31, 1954. 4_Estimated. 
*—Year ended August 1, 1954. 5—Year ended January 3, 1954. 
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Strong & Weak Spots in 
Department Store Stocks 
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workroom costs have risen so in 
the last four years that it became 
necessary to either raise garment 
prices or make the alteration 
charge. The decision to hold the 
line on prices was reached because 
the merchants felt the customer 
needing no major alterations was 
being penalized for the one who 
required extensive changes in the 
purchased garment. 

In the continued search for 
economies, it is likely that there 
will be further developments in 
self-service. The possibilities in 
this direction, however, are 
limited. Such selling lends itself 
to items like notions, proprietory 
drugs and toiletries, brand name 
packaged products in other lines, 
and similar goods, but would fail 
in other departments where the 
need is for intelligent salesman- 
ship. More than one department 
store has found that elimination 
of a sales force in certain lines 
has resulted in not only smaller 
sales but a loss of customers. The 
best solution to the problem of 
creating greater sales and profits 
is to get customers into the store 
and have an efficient sales staff to 
handle them when they get there. 
As long as people have money they 
will be willing to spend it for the 
things they need or want. On this 
basis, the department store out- 
look should not be considered 
gloomy. The concensus of opinion 
seems to be that the current year 
will see a revival of demand for 
much of the soft goods usually 
carried by the stores now that the 


immediate demand for automo-- 


biles and other durables appears 
to be fairly well satisfied. Earn- 
ings in the current fiscal year 
should come fairly close to par- 
alleling those of the previous year, 
and in some instances, surpassing 
those as greater benefits roll in 
from some of the newer suburban 
branches now operating. 

Current market prices of most 
of the issues in the group appear 
to have taken into consideration 
the unfavorable developments in 
the last few years. Giving weight 
to this fact and the attractive 
yields from current rates of divi- 
dends which should for the most 
part hold, the better-grade issues, 
we believe, seem worthy of reten- 
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tion. Among the group, there are 
several stocks that are attractive 
to investors primarily interested 
in high yield without necessity of 
assuming too great a speculative 
risk. These issues are: 


Allied Stores Corp., operating 
a chain of 30 department stores, 
among which are the Jordan 
Marsh Co., of Boston, The Bon 
Marche in Seattle, Gertz in 
Jamaica, New York, Pomeroy’s in 
Harrisburg, Pa, Stern Bros. in 
New York and many others in 
important cities across the nation. 
It also operates four major 
branch stores, 35 junior depart- 
ment stores and four specialty 
stores. Growth of Allied has been 
through expansion of established 
units and acquisitions, progress 
in this direction resulting in 1952 
total sales of $501.9 million, with 
net per share being equal to $5.06. 
Final figures for the fiscal year 
ended January 31, last, are ex- 
pected to surpass those of the pre- 
vious 12 months for both sales 
volume and net earnings, the 
latter being estimated at $5.10 a 
share, again providing ample 
coverage for annual dividend rate 
$3.00 a share for the common 
stock. The shares currently selling 
around 43 yield 6.9%. 


Federated Department Stores, 
Inc., operates Abraham & Straus 
in Brooklyn, N. Y., Blooming- 
dale’s in New York, and the Bos- 
ton Stores in Milwaukee. In addi- 
tion to these department stores, it 
also operates Filene’s of Boston 
and Halliburton’s of Oklahoma 
City, as well as 15 branch units, 
nine of which are represented in 
the Filene chain. Another sub- 
sidiary, Fedway Stores, formed in 
1951, already has six new depart- 
ment stores located in smaller but 
growing communities, and is ex- 
pected to open two more stores of 
this type sometime this year. 
Sales, increasing in each year 
since 1942, established a record 
uigh for the fiscal period to Jan. 
31, 1953, at $447.9 million. Al- 
though Federated has not been 
immune to the problems that have 
confronted all department stores 
in recent years, it was able to re- 
port earnings for the 1952-53 
year, equal to $3.62 a share for 
the common stock. It is estimated 
that sales volume last year ran 
ahead of the previous year’s show- 
ing, although profit margins may 
have been lowered somewhat. 
Giving weight to this possibility, 


net for the year probably approxi. 
mated $3.50 a share. On this basis, 
quarterly dividends of 6214 cent; 
a share were amply covered and 
should hold at this rate. The stock, 
currently selling around 42, vields 
5.9%. 


R. H. Macy & Co., Inc., operat- 
ing Macy’s New York, include: 
among its other subsidiaries L. 
Bamberger & Co., of Newark, 
N. J., Davison-Paxon Co., in At- 
lanta, The LaSalle & Koch Co, 
Toledo, Ohio, Macy’s San Fran. 
cisco, and Macy’s Kansas City, 
Mo., all of which, with the excep. 
tion of Macy’s Kansas City, oper. 
ate a total of 17 branch stores, 
Macy’s New York in addition ti 
its main New York City store 
rated the largest in the world, 
now has four branches in the 
Metropolitan New York territory, 
and is pushing plans for the erec. 





tion of a new branch on Long 
Island. This new unit is expected 
to be the largest branch in the 
entire metropolitan area. Th 
company is also planning a large 
regional shopping center in Ber 
gen County, N. J., while severa 
other of the subsidiaries are pro 
ceeding to open new branches i 
New Jersey and California. 

Through cost reducing pro 
grams and lower markdowns 
Macy showed a sharp recovery il 
earnings in the fiscal year ended 
August 31, 1953, net for the com 
mon stock amounting to $2.20 4 
share. This is contrast with 94 
cents a share earned in the pre 
ceding fiscal year, although thi 
showing for that period was im 
proved by including $1.61 a shar 
capital profit from sale of radi 
and television properties bringin 
net to $2.59 a share. On the bas 
of interim reports for the curren 
fiscal year, Macy has been able t 
hold its operating gains. (The com 
pany has just issued the report fo 
the year ending June 30 showin 
earnings of $2.05 a share.) Nef 
branch units coming into opera 
tion should further improve th 
company’s position. The curren 
40 cents a share quarterly divi 
dend is reasonably protected an 
should be maintained. The stoc 
is currently selling within abou 
two points of its 1953-54 low, an 
at this level yields 7.2%. 


May Department Stores Co 
has 10 major department store 
and 15 branches. The compan! 
operates under the May nam 

(Please turn to page 52) 
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Sales and revenues of Allegheny Ludlum Steel Cor- 
poration in 1953, totaling $242,091,546, were 
highest in company history. In 1952, sales and 
revenues were $190,060,165. 


Net earnings for 1953 totaled $7,791,287 compared 
with $5,940,324 in 1952 when a credit of 
previously paid excess profits taxes bolstered 
the net by $1,620,000. 


Substantial increases in charges for federal income 
and excess profits taxes resulted from higher 
earnings. These taxes in 1953 totaled 
$11,670,000, compared with $2,900,000 in 1952. 


SAEES AND?! REVENUES 6. «60 scc0ici0d cdieio 
OPERADING EXPENSES. 6-06 6 ov od eelecewiciers 
EBDER AE TA MES ra oui. 18 Swe e ares wes we ates 
INES IBARININGS «.oosiotards ce el neenelce eee 
DIVIDENDS, PREFERRED STOCK........ 
DIVIDENDS, COMMON STOCK.......... 
ADDITIONS TO MANUFACTURING PLANT 
INVENTORIES AT DECEMBER 31........ 


WORKING CAPITAL AT DECEMBER 31 


NEF BOOK VALUE OF PEAN®T. « ..<05<%% 


ALLEGHENY LUDLUM 
[953 Report in Brief 


Four cash dividends totaling $2.00 per share were 
paid on the common stock in 1953 and dividends 
of $4.3712 were paid on the preferred stock. In 
addition a 2% stock dividend on the common 
shares was paid at the year end. 


Much additional progress was made on the scheduled 
plant improvements and expansion which began 
after World War II. Among important 1953 
achievements was the completion of the 56-inch 
continuous hot mill at Brackenridge, Pennsyl- 
vania, biggest single installation project in the 
company’s history. A new 56-inch, 4-stand, 
tandem cold mill now under construction at this 
plant will complete these facilities. 


Side wieniaremumeelousadal $242,091,546 
Bivad pa Verda deareh wares edalsee cee 222,630,259 


11,670,000 
7,791,287 
355,894 
3,312,446 
10,466,402 
37,477,004 
34,601,192 
74,329,466 


EARNINGS PER SHARE OF COMMON STOCK AFTER 


PREFERRED PIRVIDEND s 6:25 she. h a bio coke oe Sas hie Wee sew ow eiweceee $4.40 
EMPDVOMEES Af DECEMBER 3 bs iiricid sh 3ocicsa Sas eweeecnewweddelw cele 13,653 
COMMON STOGKHOEDERS AT DECEMBER (32 coc cb occ ediclccdesceees 14,015 


For additional information, write for copy of our 1953 Annual Report to Stockholders. 
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Strong & Weak Spots in 
Department Store Stocks 





(Continued from page 50) 


stores in Cleveland, Baltimore and 
Los Angeles, as also Kaufmann’s 
in Pittsburgh and Taylor’s of 
Cleveland. Branch stores are stra- 
tegically located. The company is 
expanding its Kaufmann opera- 
tions and in addition expects to 
open a new unit in the north- 
eastern Ohio area by the end of 
this month. May has a consistent 
growth record. Earnings for the 
fiscal year ended January 31, 
1954, are estimated at $2.75 a 
share, up from $2.57 a share for 
the previous year and $2.48 a 
share for the year ended Jan. 31, 
1952. Dividends have been paid 
on the common stock at varying 
rates in every year since 1910. 
The current rate of $1.80 annually 
has been in effect ever since the 
June, 1951, 2-for-1 stock split. 
New stores coming into operation 
should swell sales volume and 
operating profits. The shares, cur- 
rently selling around 29, yield 
6.2%. 





1954 Outlook for TV— 
Electronics—Movies 





(Continued from page 25) 


represented 60% of the peak mil- 
itary volume of World War II. At 
the same time, the diversity of 
electronic devices for both offen- 
sive and defensive uses is so much 
more marked than in the last war 
that there does not appear to be 
any likelihood of a significant de- 
cline in the industry’s sales of 
military equipment. 

Indeed, there should be a fur- 
ther rise in defense volume in 
1954 and this business figures to 
continue at a high level for the 
forseeable future, despite any re- 
ductions which take place in total 
defense spending. The importance 
of electronics increases as both 
weapons and counter-weapons be- 
come more complex. As an ex- 
ample, as higher and higher oper- 
ating speeds reduce the time for 
control decision, automatic con- 
trol through electronics becomes 
ever more essential. Microwave, 
automatic pilots, radar and loran 
systems are big busines today. 
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Some idea of the work of these 
wonder devices may be gleaned 
from a motor vessel that serves 
as the marine laboratory of the 
Sperry Gyroscope Co. In steering 
the ship, the captain has his 
choice of 19 controls, ranging 
from automatic and hand-electric 
to manual. He can “see” objects 
as small as an oyster stake and 
follow the exact line of the coast 
day or night with the Sperry ma- 
rine radar. He can plot his posi- 
tion in a matter of minutes by the 
loran system, which is a sort of 
electronic stop-watch that mea- 
sures distances traveled by pulsed 
radio signals. 

Another important market for 
electronics is in the field of indus- 
trial controls and computers for 
scientific and business data-handl- 
ing, as well as in new applica- 
tions in the automotive and air 
transport industries and in home 
appliances. Products for these 
markets range in size from rela- 
tively simple devices, such as 
room air-conditioners, to highly 
complex computers. There is quite 
a problem of maintenance asso- 
ciated with the more advanced 
types and further developments in 
semi-conductors, printed circuit 
techniques and miniature sub- 
assemblies will be helpful in cop- 
ing with this problem. Much has 
been heard about the automaton 
of manufacturing processes and 
this too should ultimately be an 
important market for firms like 
International Business Machines 
Corp. 


Magnetic Tape & Recorders 


Sales of magnetic tape re- 
corders, for which new uses seem- 
ingly are found almost daily, to- 
taled 175,000 units in 1951 and a 
little more than 200,000 in 1952. 
By 1953 sales were around 300,- 
000 with the business registering 
a record $65,000,000 volume. Tape 
recorders range from the instru- 
ment found in the home, music 
school, church and_ business 
gathering, retailing for as little 
as $100, to the intricate custom- 
made device designed for scientific 
research with a $20,000 price tag. 
Industry sources estimate this 
business will be at a $200,000,000- 
a-year clip ere long. The fore- 
going figures do not include sales 
of the magnetic tape, a multi-mil- 
lion dollar business in itself that 
sells the product to scores of in- 
dustries. And sales of tape, of 
course, are skyrocketing along 
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with the end product it feeds. The 
burgeoning tape trade has proved 
a bonanza for Minnesota Mining 
& Manufacturing Co., whic! ©. 
veloped the now stardard irvn. 
oxide tape and which claims bet- 
ter than half the world market. 
Three-M last year produced more 
than 500,000 miles of that ma. 
terial. 


The wide scope of operation 
that RCA plans in this industry 
was highlighted in November, 
1958, when Brig. General David 
Sarnoff, chairman of the board of 
RCA, disclosed that his company 
already had achieved recording of 
color as well as black-and-white 
TV programs on magnetic tape. 
RCA considers it vital for the 
future of the TV art to move 
rapidly toward perfection of video 
tape recording in order to provide 
the industry with a practical, low- 
cost solution of program-record- 
ing, immediate playback and rapid 
distribution. 

An unlimited number of copies 
of such tapes can be made quickly 
and copies can also be preserved 
for historic reference or other 
uses. The RCA method records 
and reproduces pictures in motion 
in black and white and in color 
with no intermediate steps such as 
film processing. It does away with 
all-chemical processing. The pic 
tures may be viewed the instant 
they are taken, which adds new 
flexibility in the making of mo- 
tion pictures. The process is elec- 
tronic for the camera, for the mak- 
ing of the tape record and for play- 
ing the tape. And there is the added 
advantage that the tape may be 
“wiped off” and used repeatedly, 
Moreover, the original tape can 
be multiplied to many tapes for 
convenient and wide-spread dis, 
tribution to TV stations around 
the country and overseas. Elec; 
tronic motion pictures for TV, for 
the theatre and for the home arg 
expected to stem from this de 
velopment. 


As the first quarter of 1954 
draws to a close, the outlook for 
the year as a whole is for new 
records in volume as this bury 
geoning business assumes an evel 
more prominent role in defense 
domestic and commercial fields 
The earnings prospect is less rosy 
The TV price war continues, thug 
making it difficult to bring much 
if any, of the sales dollar down td 
net profit. Industry sources look 
for sale of around 5,000,000 sets 

(Please turn to page 54) 
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compared with 6,375,000 in 1953. 
Competition should be even fiercer 
as the market shrinks. 

Then, too, military business for 
the industry is expected to be 
around peak levels this year and 
help plug some of the gaps from 
lower TV set sales, profit margins 
here are generally slimmer than 
on commercial business. The more 
fortunately situated companies 
are those that have diverse in- 
terests. 

In this category are such com- 
panies as Admiral, Philco and 
RCA, which should enjoy substan- 
tial profits from the booming air- 
conditioning business. Motorola 
has a large volume of car radios 
and communications equipment 
for police and taxicabs, railroads 
and other industries. General 
Electric and Westinghouse, of 
course, cover the entire field while 
RCA and Columbia Broadcasting 
Systems are in TV and radio 
broadcasting. 

Makers of tubes and transistors 
should have a record year. Com- 
panies such as Tung-Sol, Sylvania, 
RCA and General Electric should 
cash in on the demand for tubes 
from the military and commercial 
users. Color TV will require more 
tubes per set and color picture 
tubes should prove a bonanza for 
years. As late as March, 1954, 
RCA output of color picture tubes 
was 2,000 a month. These tubes, 
incidentally, will be sold to other 
makers of color sets as well as 
being used in RCA receivers. 

At the same time, Sylvania 
Electric said it had stabilized the 
transistor. Lack of stability in the 
tiny germanium substitute for 
vacuum tubes had slowed progress 
for some time. Cheaper, smaller 
and more durable TV sets, radios, 
hearing aids and all kinds of mili- 
tary electronic equipment should 
be just around the corner. 

Electronics manufacturers sold 
nearly 10,000,000 TV _ picture 
tubes last year. These had a value 
of $235,000,000. In 1952, 7,600,- 
000 of these tubes with a value of 
$170,652,000 were marketed. 
Sales of receiving tubes last year 
totaled 437,000,000 units worth 
$259,000,000. A major beneficiary 
of the advent of color and the 
growing military applications 
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should be the tube manufacturer. 

One of the chief sources of new 
business for the industry should 
be the expansion of broadcasting 
facilities. Top companies in the 
field of equipping these stations 
are G.E., RCA and DuMont. New 
stations in the Very High Fre- 
quency and Ultra High Frequency 
bands have been coming on the 
air at the rate of one a day in 
recent months and the number of 
stations in operation should in- 
crease from 356 at the close of 
1953 to more than 500 by the end 
of this year. 

Naturally, the opening of new 
stations means new markets for 
TV set manufacturers. Of the 27,- 
000,000 TV sets now in use, only 
about 3,600,000 are equipped for 
UHF reception and these in turn 
represent only one-third of the 
11,000,000 homes already within 
range of UHF stations. Further- 
more, an additional 15,000,000 
homes within range of a TV signal 
have no sets as yet. The replace- 
ment of existing sets should pro- 
vide another important market, 
since only about 30% of the sets 
now in use are in the popular 
sizes (larger than 17-inch) and 
20% probably are more than four 
years old. 

In radio, there may be a drop 
in demand for auto sets to about 
4,000,000 units, but there should 
be a market for a total of 11,000,- 
000 sets of all types. 

Prospects are for another $5 
billion handle by the electronics 
industry this year. About 60% 
of this total should come from 
military busines. Radio-TV trade 
ought to add up to $1.3 billion and 
the remaining $700,000,000 should 
be derived from industrial equip- 
ment and replacement parts. 

From the general earnings 
standpoint, it would appear that 
profits for companies more or less 
exclusively dependent on TV and 
tubes will be under those of 1953, 
wheras the more diversified com- 
panies active in electronics will 
obtain support from government 
contracts. Dividends for some of 
the weaker companies may be in 
question but the large concerns, 
well supplied with cash, can main- 
tain dividends for a considerable 
period unless business drops much 
further than expected. 


Position of the Movie Producers 


Too much of anything, espe- 
cially when it is mediocre, is even- 
tually sure to create a blase atti- 
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tude on the part of the averagd 
person. The motion picture indus. 
try, after a couple of years of lean 
pickings at exhibitors ticket win. 
dows, was a little slow in recog. 
nizing this fact. 

Contrary to general belief, thd 
advent of TV wasn’t wholly re. 
sponsible for the skidding of mo. 
tion picture theatre attendance, 
TV, of course, being a novelty 
caused some decline in theatre 
patronage, but the motion pictur 
producing companies did nothin 
to make it worth while for the 
erstwhile movie goer to abandon 
the living room chair for a seat in 
a “movie.” They did nothing, that 
is, until 1953 when the develop. 
ment of the wide screen, fol. 
lowed by the introduction of 
three-dimension pictures, ever} 
though most of them were of poor 
quality insofar as the stories went: 
brought about a renaissance of 
movie-going. 

This is a development that 
shows the public will again stand 
in line to buy admission to a movie 
house if there is a reasonable as. 
surance of it seeing a good pic. 
ture. It is fairly conclusive evi- 
dence that the public had shied 
from the movies largely because 
of being fed up with inane stories, 
some of them carelessly directed 
and frequently without muc 
thought being given to accuracy 
of detail. Perhaps the trouble wit 
the motion picture industry wa 
that it was moving along on the 
momentum developed during th¢ 
halcyon days when an entertain: 
ment-hungry public would attend 
a motion picture theatre if for nd 
other reason than to break thd 
monotony of just “sitting around 
the house”. 

All this has the sound of 
“second-guessing”. It isn’t in 
tended as such, but is set dow 
here to enable anyone wondering 
about what happened to the in: 
dustry and what may happen to 
better understand the funda; 
mental reason for the slump i 
recent years and the apparent re- 
vival now taking place. Theatre 
attendance figures for 1953 ar¢ 
not yet available. How much of an 
improvement they will show over 
1952, the poorest year in more 
than two decades is, at the mo; 
ment, a matter for conjecture. 
This much is known, however: 
with better pictures and the in- 
troduction of 20th Century-Fox’s 
CinemaScope wide screen method 
of projecting, attendance picked 

(Please turn to page 56) 
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wg Many specific steps have been 
“thq taken to increase the efficiency Lies — = 
ound of our sales organization. Our Sales . eee at . $142,659,000 $127,517,000* $101,711,000 
outside sales force has been in- Profit before Federal Taxes on 

tal creased. Mill products ware- income Sree a 19,601,000 13,074,000* 10,706,000 
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PROGRESS IN ALUMINUM 


Our aluminum program em- 
phatically stepped out of the 
developmental stage when, on 
December 22, 1953, we leased 
the aluminum extrusion and 
forging plant in Adrian, Michi- 
gan from the U. S. Air Force. 
Operations at present are on a 
modest scale, but are expected 
to increase rapidly since the 
plant is in good condition and 
an experienced organization is 
available. In addition to alumi- 
num, the equipment is suitable 
for the working of titanium and 
other aircraft metals. 


EMPHASIS SHIFTED TO SALES 
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cessing of new metals and alloys 
has ,been installed; within 15 
minutes after a test sample is 
poured, a complete analysis is 
obtained and reported to the 
Casting Shop. Molten glass is 
now regularly used as a lubri- 
cant in extruding some alloys; 
additional experimental work 
is being carried out to broaden 
the scope of its use. 


CAPITAL STRUCTURE IMPROVED 


For the first time since 1937, 
the Company issued common 
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stock. For every four shares of 
common held on November 17, 
each stockholder was given 
rights to buy an additional 
share at a price of $21.50 per 
share. More than 95% of this 
very successful offering was 
taken up by the exercise of 
rights, and about $5 million 
was received by the Company. 
The number of stockholders 
increased to 9,593—841 more 
than a year ago. Long-term 
debt was reduced by more than 
$700,000. 
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compared with 6,375,000 in 1953. 
Competition should be even fiercer 
as the market shrinks. 

Then, too, military business for 
the industry is expected to be 
around peak levels this year and 
help plug some of the gaps from 
lower TV set sales, profit margins 
here are generally slimmer than 
on commercial business. The more 
fortunately situated companies 
are those that have diverse in- 
terests. 

In this category are such com- 
panies as Admiral, Philco and 
RCA, which should enjoy substan- 
tial profits from the booming air- 
conditioning business. Motorola 
has a large volume of car radios 
and communications equipment 
for police and taxicabs, railroads 
and other industries. General 
Electric and Westinghouse, of 
course, cover the entire field while 
RCA and Columbia Broadcasting 
Systems are in TV and radio 
broadcasting. 

Makers of tubes and transistors 
should have a record year. Com- 
panies such as Tung-Sol, Sylvania, 
RCA and General Electric should 
cash in on the demand for tubes 
from the military and commercial 
users. Color TV will require more 
tubes per set and color picture 
tubes should prove a bonanza for 
years. As late as March, 1954, 
RCA output of color picture tubes 
was 2,000 a month. These tubes, 
incidentally, will be sold to other 
makers of color sets as well as 
being used in RCA receivers. 

At the same time, Sylvania 
Electric said it had stabilized the 
transistor. Lack of stability in the 
tiny germanium substitute for 
vacuum tubes had slowed progress 
for some time. Cheaper, smaller 
and more durable TV sets, radios, 
hearing aids and all kinds of mili- 
tary electronic equipment should 
be just around the corner. 

Electronics manufacturers sold 
nearly 10,000,000 TV _ picture 
tubes last year. These had a value 
of $235,000,000. In 1952, 7,600,- 
000 of these tubes with a value of 
$170,652,000 were marketed. 
Sales of receiving tubes last year 
totaled 437,000,000 units worth 
$259,000,000. A major beneficiary 
of the advent of color and the 
growing military applications 
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should be the tube manufacturer. 

One of the chief sources of new 
business for the industry should 
be the expansion of broadcasting 
facilities. Top companies in the 
field of equipping these stations 
are G.E., RCA and DuMont. New 
stations in the Very High Fre- 
quency and Ultra High Frequency 
bands have been coming on the 
air at the rate of one a day in 
recent months and the number of 
stations in operation should in- 
crease from 356 at the close of 
1953 to more than 500 by the end 
of this year. 

Naturally, the opening of new 
stations means new markets for 
TV set manufacturers. Of the 27,- 
000,000 TV sets now in use, only 
about 3,600,000 are equipped for 
UHF reception and these in turn 
represent only one-third of the 
11,000,000 homes already within 
range of UHF stations. Further- 
more, an additional 15,000,000 
homes within range of a TV signal 
have no sets as yet. The replace- 
ment of existing sets should pro- 
vide another important market, 
since only about 30% of the sets 
now in use are in the popular 
sizes (larger than 17-inch) and 
20% probably are more than four 
years old. 

In radio, there may be a drop 
in demand for auto sets to about 
4,000,000 units, but there should 
be a market for a total of 11,000,- 
000 sets of all types. 

Prospects are for another $5 
billion handle by the electronics 
industry this year. About 60% 
of this total should come from 
military busines. Radio-TV trade 
ought to add up to $1.3 billion and 
the remaining $700,000,000 should 
be derived from industrial equip- 
ment and replacement parts. 

From the general earnings 
standpoint, it would appear that 
profits for companies more or less 
exclusively dependent on TV and 
tubes will be under those of 1953, 
wheras the more diversified com- 
panies active in electronics will 
obtain support from government 
contracts. Dividends for some of 
the weaker companies may be in 
question but the large concerns, 
well supplied with cash, can main- 
tain dividends for a considerable 
period unless business drops much 
further than expected. 


Position of the Movie Producers 


Too much of anything, espe- 
cially when it is mediocre, is even- 
tually sure to create a blase atti- 
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person. The motion picture indus. 
try, after a couple of years of lean} 
pickings at exhibitors ticket win. 
dows, was a little slow in recog. 
nizing this fact. 

Contrary to general belief, the 
advent of TV wasn’t wholly re 
sponsible for the skidding of mo. 
tion picture theatre attendance, 
TV, of course, being a novelty 
caused some decline in theatre 
patronage, but the motion pictur 
producing companies did nothin 
to make it worth while for the 
erstwhile movie goer to abandon 
the living room chair for a seat in 
a “movie.” They did nothing, that 
is, until 1953 when the develop. 
ment of the wide screen, fol. 
lowed by the introduction of 
three-dimension pictures, evel} 
though most of them were of poor 
quality insofar as the stories went, 
brought about a renaissance of 
movie-going. 

This is a development that 
shows the public will again stand 
in line to buy admission to a movie 
house if there is a reasonable as. 
surance of it seeing a good pic. 
ture. It is fairly conclusive evi- 
dence that the public had shied 
from the movies largely becaus¢ 
of being fed up with inane stories, 
some of them carelessly directed 
and frequently without muc 
thought being given to accuracy 
of detail. Perhaps the trouble with 
the motion picture industry wa 
that it was moving along on the 
momentum developed during the 
halcyon days when an entertain. 
ment-hungry public would attend 
a motion picture theatre if for n¢ 
other reason than to break thd 
monotony of just “sitting around 
the house”. 

All this has the sound of 
“second-guessing”. It isn’t in 
tended as such, but is set dow! 
here to enable anyone wondering 
about what happened to the in; 
dustry and what may happen to 
better understand the funda; 
mental reason for the slump i 
recent years and the apparent re- 
vival now taking place. Theatre 
attendance figures for 1953 ard 
not yet available. How much of an 
improvement they will show over 
1952, the poorest year in moré 
than two decades is, at the mo- 
ment, a matter for conjecture. 
This much is known, however: 
with better pictures and the in; 
troduction of 20th Century-Fox’s 
CinemaScope wide screen method 
of projecting, attendance picked 

(Please turn to page 56) 
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up substantially during the last 
two months of 1953. Some of the 
major chains were able to report 
as much as 15% gains in box 
office revenues. This uptrend has 
continued into 1954. Many of the 
independent suburban houses have 
been packing them in, a unique 
experience after the desultory 
conditions encountered in the im- 
mediate past. One small suburban 
theatre in January of this year ex- 
hibited “From here to Eternity” 
to capacity audiences and was able 
to hold the film over for 13 days. 
This is in contrast to runs of two 
or three days for nondescript pro- 
ductions, that attracted meagre 
audiences. 

Aiding the revival of public in- 
terest in the wares of the motion 
picture industry is the waning in- 
fluence of TV. Another helpful de- 
velopment is the lure of the drive- 
in-theatre. The number of these 
theatres has increased in the last 
five years from 800 to more than 
4,500 at the close of 1953. That 
they have become increasingly im- 
portant is apparent by the fact 
that their gross receipts represent 
approximately 25 per cent of the 
grand total for the industry. 
Moreover, the producers, as a re- 
sult of the lean years, have put 
their house in order. Economies 
have been effected in operations 
and better methods for controlling 
production costs have been 
adopted. Another bright light is 
the favorable acceptance of Amer- 
ican productions in foreign mar- 
kets. Revenues from _ sources 
abroad are highly important, con- 
stituting 40 per cent or slightly 
more, of the industry’s total. The 
American film industry is geared 
economically to a world market 
and therefore heavily dependent 
upon exports for its economic 
health and well-being. Income 
from abroad, however, is subject 
to the availability of dollar ex- 
change. 

Despite the upsurge in the do- 
mestic end of the business in re- 
cent months it is still a little pre- 
mature for the industry to sit 
back, confidently believing that 
the worst is over. The continuing 
success of any one of the pro- 
ducers depends entirely on its 
ability to screen stories that will 
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prove box office hits. There is no 
gauge to measure the potentials of 
any production before filming be- 
gins or afterward. The answer 
can be had only through the de- 
gree of activity at box office win- 
dows. Another big problem facing 
the industry is the effect color TV 
may have upon theatre attend- 
ance. This is not going to be an 
immediate development, although 
it is likely to assume more sizable 
proportions sometime next year, 
depending upon the ability of the 
TV set makers to produce units to 
sel. at “popular prices’. 

Eventually, we may see more 
of a “tie in” of the motion picture 
industry with television. This 
could come about in two ways, 
one being the filming by the pro- 
ducers of stories for TV showing, 
and the other, greater use of 
closed-circuit television with TV 
set owners paying a fee to see 
first-run movies on their sets at 
home. While it is difficult to judge 
the possibilities in the latter field, 
it seems reasonable to believe that 
progress along these lines may be 
exceedingly slow. The question 
that will require an answer is: 
would the producers be able to 
realize sufficient revenues from 
home fees while destroying out- 
lets represented by the thousands 
of motion picture theatres in 
which more than $2 billion have 
been invested ? 

In any event, there is no basis 
at this time for investors to gen- 
erate too much enthusiasm over 
the immediate outlook for the 
motion picture company stocks. 
Still, there has been some im- 
prove in their business, indicat ng 
better earnings for Loew’s, Para- 
mount Pictures, 20th Century- 
Fox, Universal Pictures and War- 
ner Bros., for 1954. For that rea- 
son dividends being paid by these 
companies should hold and their 
shares are worthy of retention on 
a speculative basis. 
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comparative stock-bond yield— 
which obviously has more signi- 
ficance for investment-grade divi- 
dend payers than for other stocks 
—the market rise of the last six 
months has not reduced values. 
People give a good deal of atten- 
tion to the safety of existing divi- 
dend rates, less to that of bond 
coupon rates. Under present easy- 


THE MAGAZINE OF WALL STREET 





money conditions, most of the ney 
bond issues floated at highe) 
rates of interest in the first halj 
of last year are now subject t 
refunding at lower rates, an 
many will be refunded. In fact, 
something like a flood of refund. 
ings is shaping up; and in many 
cases the substitute issues will be 
sold privately to insurance com. 
panies, squeezing out holders of 
the called bonds. Corporate bon 
buyers should avoid issues now 
selling around or above call prices, 


Favorites 


Stocks showing above-average 
demand at this writing includ 
American Radiator, Atlas Pow. 
der, Bell Aircraft, Blockson Chem. 
ical, CIT Financial, Cleveland 
Electric, Container Corp., Douglas 
Aircraft, Freeport Sulphur, Gen. 
eral Tire, Idaho Power, Lion Oil, 
Lily-Tulip Cup, Lockheed, Na. 
tional Tea, North American Avi. 
ation, Seaboard Oil and Shell Oil, 
Utilities 

As safe-income stocks subject to 
moderate long-range appreciation, 
electric utilities have nearly every- 
thing in their favor—rising rev- 
enue and income, shrinking bond- 
market yields, creeping but per- 
sistent rise in average dividends. 
The stocks have had a substantial 
advance, of course, but are not 
extreme on acurrent average yield 
basis of about 5%, compared with 
less than 3% at their 1946 market 
high, barely over 4% at their 
1937 bull-market high and _ less 
than 2% at the absurd maximum 
valuation of 1929. Yields on 
“growth” utilities, which are the 
best buys for long-pull apprecia- 
tion, range from a little under 
4% to around 4.75%. Some of 
these worth considering are 


American Gas & Electric, Florida} 


Power, Florida Power & Light, 
Texas Utilities, Houston Lighting, 
Central & South West, Gulf States 


Utilities, Middle South Utilities} 


and Southern Company. 





The Dollar 
By ROY F. HARROD 


This book by the celebrated British} 
economist and disciple of John May-} 


nard Keynes provides a vigorous ex- 
amination, written for the informed 
layman, of the dollar “as an institu- 
tion.” 
of the dollar, Mr. Harrod goes on to 
consider the Federal Reserve System 
and finally the dollar gap now so im- 
portant in international affairs. His 


express purpose is “to interpret the} 


present behaviour of the dollar at least 
in part in terms of the characteristics 
with which its history has endowed it.” 
Harcourt, Brace $3.50 
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Latin America Wants 
to Get In on U. S. 
Give-Away Program 
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result, the country is permanently 
worse off. 

With local capital insufficient or 
reluctant, Latin American coun- 
tries have been pleading for for- 
eign capital to take the necessary 
“risk” in development of their 
resources. But these pleas have a 
hollow ring, coming from govern- 
ments which are often anti-capi- 
talist and nationalist. These atti- 
tudes can be explained by the 
intense desire of Latin Americans 
to become masters of their own 
destinies. Several Latin American 
Republics live even now in a sort 
of semi-colonial status. Their pros- 
perity rises or falls with the prices 
of one or two of their export prod- 
ucts, and most of the time they 
have little to say about these 
prices. 

The attitude toward foreign, 
that is, North American, capital 
varies greatly from one Latin 
American country to another. In 
Venezuela, the Dominican Repub- 
lic, Peru, Cuba, Haiti, Mexico, El 
Salvador, Uruguay, and Panama, 
the conditions for investment of 
additional capital are as a rule 
favorable. But even these coun- 
tries require that a certain per- 
centage of employees be nationals 
of the country, or that the control 
of the enterprise be vested in their 
nationals. In Argentina, Brazil, 
Chile, Guatemala, and other coun- 
tries, the conditions for invest- 
ment are far stiffer. Foreign en- 
terprises coming into the country 
are often screened—lest they un- 
duly compete with already exist- 
ing enterprises. Remittances of 
profits may be subject to special 
taxes or fees, or shut off com- 
pletely. Foreign enterprise may 
also be subject to a special con- 
tribution to government slush 
funds (in Argentina), or to dis- 
criminatory labor legislation. 
American public utility enter- 
prises, insofar as they still oper- 
ate, have their rates regulated, 
sometimes to a point so low that 
there are no earnings for rein- 
vestment. In Chile, American cop- 
per companies, until quite recent- 
ly, had to sell their product to the 
Central Bank, and the Govern- 
ment kept the proceeds of sales 
over and above an arbitrarily set 
price figure. 
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Secretary Dulles said in Con- 
gress that “the United States 
would like to see the economies 
of our Latin American friends 
and neighbors more vigorous than 
in some cases they are, the living 
standards raised, employment in- 
creased, and wages such as to 
provide the workers with greater 
rewards.” Indeed Latin American 
Republics need sound, healthy 
economies so as to prevent com- 
munist infiltration. That is all 
that the United States wants to 
get out of providing aid and in- 
vesting money in Latin America, 
plus a reasonable reward for the 
private American investor for the 
risks he has taken in placing his 
money there. 

But Latin America must coop- 
erate. The United States Govern- 
ment has no power to force U.S. 
private capital to make invest- 
ments in Latin America. Indi- 
vidual Republics must compete for 
this capital with local American 
enterprises and with Canada and 
Africa by creating within their 
borders favorable conditions for 
such investments. Equalizing the 
ups and downs in the fluctuations 
of raw material prices makes 
sense, but supporting the prices 
of these raw materials at unreal- 
istic levels is throwing good 
money after bad. Latin America 
must produce more and at lower 
prices, rather than less at higher 
prices, as she has been doing dur- 
ing the postwar period. With 
European per capita consumption 
of such products as coffee, cocoa, 
meat, copper, and other nonfer- 
rous metals still relatively low, 
there is small chance that such 
products would go begging in in- 
ternational markets. 

Industrialization in most Latin 
American countries has out-run 
its agricultural, raw material, and 
fuel base. Latin America needs 
more transportation facilities, 
more hydroelectric power, more 
tractors; she needs to raise the 
productivity of her lands. The 
United States stands ready to help 
with know-how and aid in indi- 
vidual cases. The mechanization 
of the coffee industry, for exam- 
ple, would be helpful to both Latin 
American producers and U.S. con- 
sumers. There are many other 
instances where we could and 
should help. The practical problem 
is how to bridge the gap between 
the legitimate rewards that are 
due the American investor and the 
national aspirations of individual 
Latin American countries receiv- 
ing the capital. 
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preferred stock of Virginia-Cargd 
lina Chemical, and 334,000 com 
mon shares of American Viscose 

But to return to the company 
own operating results. As grosf 
income for 1953 set an all-timp 
record high, so did net income a 
$45.1 million. This was approxi} 
mately $5 million ahead of 195% 
and equaled $5.10 a share for thy 
outstanding stock, as compared tf 
$4.55 for 1952, and $4.58 for 
1951. In making a comparison of 
year to year earnings, it should by 
borne in mind that the company? 
broad program of postwar expal} 
sion was financed with funds gen 
erated within the business excep} 
for $50 million bank loans drawy 
down in 1952. These obligations 
however, were retired last yeap 
with part of proceeds derivef 
from Allied’s sale of $200 millioy 
of 25-year 314% debentures of 
which first sinking fund payment) 
do not become payable until 195% 
The balance of debenture proceed 
has been largely reinvested if 
U. S. Government securities ani 
held against current and futur 
expansion and development ex 
penditures. 























Financial Position 


Since the end of 1944, plant ex 
pansion and acquisitions have in 
creased net property account from 
$65.9 million to $368.7 million 4 
the end of 1953, an increase 06 
$303 million, the equivalent of ay 
proximately 466%. Among cut 
rent assets, investments in thi 
companies to which reference i 
made in a foregoing paragraph 
including miscellaneous items 
were carried at only $20.4 mil 
lion, although quoted marke 
value of these issues at the clos 
of the year, totaled approximatelf 
$51 million. Investments in U. § 
Government securities at th 
year’s end allowing for retiremer 
of the $50 million bank loan i 
January, this year, amounted # 
$99.7 million. Including $48.2 mi} 
lion accounts: receivable, less r@ 
serve, and net inventories, Allied’ 
current assets as at Dec. 31, lasi 
totaled $253.2 million, agains 
which total current liabilities we 
$74 million, indicating a ratio 4 

(Please turn to page 60) 
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fa TRANSISTORS AND DIODES 


COMPARATIVE FINANCIAL RESULTS 1953 1952 
Sales $71,304,940 $54,103,077 
Profit $3,478,611 $3,444,240 
Profit per common share $1.77 $1.97 
Dividends per common share $1.15 $1.15 
Number of common shares outstanding 1,799,652 1,599,652 
Number of common stockholders 5,530 3,747 





SINCE ORGANIZATION IN I919 


Total sales $603,721,092 
Total profit $45,837,478 
Total common dividends $21,134,840 


The company began paying common dividends in September, 1922, 
and has paid dividends in every quarter of every year since then. 


A copy of the full report will be sent on request to the Secretary, 17000 St. Clair Avenue, Cleveland 10, Ohio 
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current assets to current liabilities 
of better than 3.4-to-one. 

Throughout its swift growth 
period, measuring from 1944, the 
company has held its capital stock 
to one issue, there being prac- 
tically no change in the amount of 
shares outstanding, after giving 
effect to the four-for-one split in 
1950. Dividends, inaugurated in 
1921, have been paid in every year 
since. The current rate of $3.00 
a share annually, established at 
the time of the stock split has 
been maintained in subsequent 
years up to the present, divided 
into regular quarterly payments 
of 60 cents a share, plus a special 
distribution in the same amount. 

On this basis of payment, the 
stock at current market price 
around 77 yields 3.8%. This is a 
relatively small yield and reflects 
the premium that is put upon the 
issue for its growth potentials. 
Nevertheless, the stock has con- 
siderable attraction from this 
standpoint and merits a place in 
conservative investment portfolios 
as a long range holding. It is sug- 
gested that investors now con- 
templating commitments in the 
shares would do well to adopt the 
“dollar averaging” method, mak- 
ing an initial partial purchase, 
following this action with an ad- 
ditional commitment of an equal 
amount later on if a more favor- 
able market opportunity presents 
itself. 
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to reduce the unit costs of pro- 
duction in 1953 despite the in- 
crease in total operating expense. 

The improvement in the com- 
pany’s position was also evident 
in the balance sheet. Total assets 
amounted to $21,864,000, an in- 
crease of $2,465,000 over 1952 
Working capital improved and 
cash at the year-end was $4,128,- 
000,- an increase of $1,443,000 
over the year-end of 1952. Despite 
the acquisition of four more 
fifty-five passenger Lockheed Con- 
stellation airplanes and related 
equipment, during the year total 
debt declined $171,000. Earned 
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surplus at the end of the year 
totaled $4,415,680. Total capital 
earned surplus was $10,971,233 
or $13.92 per share of common 
stock as compared with $9,331,- 
456 or $11.91 per share at the 
end of 1952. This is an increase 
of $2.01 per share in the net 
book value of the common stock. 

Last dividend payment was 25¢ 
per share on August 8, 1945. 


Borden Company 


“You have commented in the past that 
Borden Company has a good record of 
stable earnings and therefore would be 
pleased to receive report on recent net 
income of the company, dividend pay- 
ments and financial position, ete.” 

S. J., Hazelton, Pa. 


Sales of $792,381,721 in 1953 
set a new record for the Borden 
Company and its consolidated 
subsidiaries. It was an increase of 
3% over 1952 sales of $768,019,- 
612 and was due principally to 
greater volume, as prices were 
generally lower than in 1952. 

Net income rose 15% to $20,- 
264,156 from $17,667,137 in 1952. 
The following factors are respon- 
sible for the increase: larger vol- 
ume of goods handled; removal of 
price controls; a decline in farm 
prices; and new equipment and 
methods that improved efficiency. 

Earnings were $4.71 per share, 
compared with $4.11 the year be- 
fore. U. S. and Canadian Federal 
income taxes rose to $22,102,585 
from $15,742,410 in 1952. 

Completing its 55th year of un- 
interrupted dividend payments, 
Borden paid $2.80 per share in 
1953, the same as in 1952. 

Year-end inventories were $67,- 
971,612. This is 17% lower than 
in 1952, when unusual conditions 
made it necessary to carry heavy 
stocks of some products. The 
lower price level during 1953 was 
another reason for the reduction 
in inventories. 

Current assets were $162,863,- 
732 and current liabilities $43,- 
284,970, a ratio of 3.76 to 1. This 
left a balance of $119,578,762 as 
working capital. 

The budget for capital expendi- 
tures for 1954 is $13,964,000. 
Supplemented by $4,358,416 pre- 
viously authorized but not spent 
in 1953, this will make $18,322,- 
416 available for capital expen- 
ditures in 1954. 

The company’s fluid milk sales 
figures indicate a rate of improve- 
ment greater than a nation-wide 
gain in fluid milk consumption. 

Sales of the FOOD PRODUCTS 
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DIVISION were the highest 4 
record, despite generally lowe 
prices and increasing competitio 
in several principal lines. 
Export sales increased ovep 
1952. 
A sharp increase in sales of thf 


CHEESE DIVISION was due tf : 


purchases made by the Gover : 
ment in carrying out its pridg | 
support porgram. Sales of ig: 
cream and related products in 
creased again. Sales of th 
CHEMICAL DIVISION also iz 
creased, as all departments co ; 
tributed to a general upturn iff | 
business. With the exception @ : 
its soy bean processing operd | 
tions, which were hampered } 
Government price support polf 
cies, the SPECIAL PRODUCT 
DIVISION experienced a bette 
year than in 1952. Animal fee 
supplements did well, and t 
PRESCRIPTION PRODUCT 
DEPARTMENT showed decide 
progress. 

Prospects over coming mont 
continue favorable. 


Electric Storage Battery 


“IT note that the market price of Ele § 
tric Storage Battery has declin 
sharply in the past year. Will you plea 
indicate whether sales volume and ea 
ings have declined substantially, plea 
also state working capital position ai 


prospects.” 
C. E., Pampa, Tex 


Consolidated sales of the Ele 
tric Storage Battery Company fi 
1953 were $96,191,286, a decreas 
of 11.7% from 1952 sales 
$108,956,929. 

Earnings for 19538, after esti 
mated income taxes of $1 milli¢ 
and transfer of $80,000 from 1 
serve to offset lead losses, we 
$1,698,067, or $1.87 a share. Thi 
compares with $2,249,376, 
$2.48 a share, for 1952 when es 
mated income taxes were $1,170 
000 and $705,000 was transferrd 
from reserve to offset reductio 
of income resulting from lea 
losses. : 

Dividends totaling $2.00 pd 
share were paid in 1953, the sant 
rate as in 1952. 

The reduced volume of sales i 
1958 was due largely to cutbac 
in military spending by the Gov 
ernment after the Korean truc 
which also resulted in readjus 
ments in the pace of the divers 
fied industries served by the cor 
pany. 

Inventories were reduced } 
$3,715,000. Working capital wi 
$30,688,896, or $33.81 a share, 

(Please turn to page 62) 














ANNUAL REPORT 


HIGHLIGHTS 


e Continental Motors Corporation did the the Silver Anniversary of its entry into the 
greatest volume of business in its history in air-cooled engine business in October, 1953. 
the fiscal year ended October 31, 1953. During the 25 years that have elapsed since 


e Sales were $298,438,605 compared with it started development work on this type of 
$264,219,009 in 1952. engine, its sales of air-cooled engines and 


parts have totaled more than one billion 

e Net earnings were $6,023,812, or $1.83 one hundred million dollars. 
per share, compared with $6,126,021, or 
$1.85 per share, in the previous year. e Research and development work on 

th “ —- ~ Diesel engines was broadened in 1953 to 
e The corporation ende e year wi mua the ox ’ , Sete te 
net working capital of $32,276,516, the <a a a ee 
highest in its history. Inventories were ; 
down $10,179,468 and bank loans were =e Continental Aviation and Engineering 
$9,000,000 lower than a year earlier. Corporation, a Continental Motors sub- 


e Capital expenditures during the fiscal year sidiary, started production in 1953 of the 
for machinery and equipment, tooling, plant MA-1 compressed air generator. This is 
additions, etc. amounted to $3,658,780. one of eight models of the Turbomeca 
This compared with $4,232,451 used for family of gas turbines for which Continental 
similar purposes in 1952. Motors holds the exclusive American manu- 
oo F . facturing rights. Continental Aviation is a 

pth ges 0-9 Mane ienay Ae -llonge sia sub-licensee of CMC. Another model, the 
ot Gates 31, 1953. This compared with 2-69 turbo-jet, is scheduled for production 
$38,870,752, or $11.78 per share, a yearago. in 1954. Extensive testing here and abroad 
has proved the existence of a sizable 


@ Continental Motors Corporation observed market for these power units. 


STATISTICS 


Fiscal Years 
Ended Oct. 31 1953 1952 1951 1950 1949 


Engine output (horsepower) 23,073,000 21,390,000 16,950,000 ~—=—14,711,000 9,673,000 


























Net sales $298,438,605  $264,219,009 $16,677,855 $96,404,468 $73,192,294 


Net earnings 6,023,812 6,126,021 4,469,063 3,611,245 1,801,205 


Net earnings per common share $1.83 $1.85 $1.35 $1.09 $0.55 


Dividends per share . ; 7 $0.60 $0.45 $0.30 $0.20 
Current assets $104,895,088 $106,074,697 $77,194,737 $44,432,296 $33,215,080 









































abilities = 2,618,572 76,692,367 —=— 51,185,864 —_19,376,103 10,417,774 
Net working capital 32,276,516 29,382,330 26,008,873 25,056,193 22,797,306 





Current liabilities _ 72,618,572. 














Ratio of current assets 
to current liabilities 1.4 to 1 1.4 to 1 1.5 tol 2.3 to | 3.2 to 1 


Long-term debt $3,600,000 $3,880,000 $4,160,000 $4,500,000 $5,367,209 
Property, plants & equipment (net) 14,085,545 13,573,156 12,533,919 11,826,934 12,179,882 — 
Stockholders’ equity 42,254,564 38,870,752 34,724,731 31,740,668 29,119,423 
Book value per common share $12.80 $11.78 $10.52 $9.62 $8.82 
































Lontinental Motors [orporation 
MUSKEGON, MICHIGAN 
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compared with $32,637,381 or 
$35.95 a share at the end of 1952. 
The ratio of current assets to 
current liabilities increased from 
4 to 1 at the end of 1952 to 5% 
to 1 on December 31, 1953. Book 
value at year-end was $55.23 a 
share. Backlog of orders amount- 
ed to $21,885,000 or $6,661,000 
less than the backlog at the be- 
ginning of the year. 

During the year, the corporate 
structure of the company was re- 
organized and put on a completely 
divisional basis. Five domestic 
manufacturing subsidiaries were 
merged with the parent company. 
The Exide organization was sepa- 
rated into two operating divisions 
—automotive and industrial. The 
company is continuing to stream- 
line its operations. It is persisting 
in efforts to put facilities and 
products to work and to reduce 
manufacturng and_ operating 
costs. It is difficult to predict 
future sales but the company is 
exerting every effort in order to 
increase volume. 


Elliott Company 


“Please present recent earnings of the 
Elliott Company and state the nature 
of the busienss and recent amount of 
backlog of orders on the company’s 


books.” 
M. C., San Diego, Calif. 


Net income of Elliott Company, 
a leading manufacturer of steam 
and gas turbines, turbochargers 
for diesel engines, electric gene- 
rators and motors and other types 
of heavy industrial power plant 
equipment, amounted to $2,532,- 
971 for 1953, or 6% of net sales, 
compared with $2,781,799 or 
6.2% of net sales in 1952. Ship- 
ments during 1953 totaled $42,- 
527,073, the second-highest in the 
company’s history. This was 6% 
below the previous high of $45,- 
199,164 in 1952. 

The industry’s return to more 
normal markets and _ vigorous 
competition during the year made 
it inadvisable to increase prices 
sufficiently to offset higher wage, 
salary and material costs that oc- 
curred prior to the end of Gov- 
ernment price controls in March, 
1953. However, lower tax levies 
resulted in a drop of only 8.9% 
in net earnings despite a decline 
of 30.3% in earnings before taxes. 

After deducting preferred divi- 





GY A switch in 


selling them. 
first place... 


live with for years... 


that your money could buy. 


your investment dollars. 


buy — and stocks to sell. 





Ordinarily, we like to talk about buying stocks — not 
Because we’ve always stood for careful selection in the 
Because we like to see people invest in stocks that they can 


Because we never want to be accused of suggesting any sale 
just for the sake of a possible commission. 

Still time does pass, and investment values do change. 

Maybe a stock you bought a year or two ago was the best 


But maybe that situation has changed. 
Maybe other stocks now offer much better opportunities for 


Keeping abreast of those opportunities here at Merrill 
Lynch is the full-time job of our Research Department, a 
department that analyzes thousands of portfolios each year 
for investors and makes sensible suggestions about stocks to 


If you'd like their own objective report on the stocks you 
own — an unbiased opinion based only on fact — just ask. 
There’s no charge, no obligation. 

Simply address your letter to my attention. 


Watrer A. ScHoit, Department SF-29 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 


time... saves 
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dend requirements, 1953 net earnfarric 
ings amounted to $4.18 per comMour 1 
mon share based on _533,15ilpregc 
shares, compared with $5.10 pePsture 
common share based on 496,59Bied F 
shares in 1952.. The increase iifia H 
number of common shares’ out; D 
standing resulted from converficans 
sion of second preferred share 
The company expended $3,025.44 a: 
760 in 1953 for modernizatiowolicy 
and expansion of productive facifpat a 
lities, compared with $1,712,72Bhe ge 
in 1952. nfair: 
Orders booked in 1953 amountheing 
ed to $36,110,000, a 5% declindpat ; 
from $37,890,000 in 1952. Backfyaila 
log of orders at December 3]fhe St 
1953 amounted to approximately pon 
$25 million. hat a 
Dividends including extras tofpy th 
taled $2.00 a share in 1953 anihurno, 
40¢ was paid in the first quartettne Fe 
of the current year. ontro 
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State-Local Projects — fi! the 
or so 
ponsi' 

(Continued from page 10) ff pov 
of instant bearing in consideratior a 7. 


of quick works programs or re b Ris 
lief programs to meet an instan > 
situation is the fact that it is ij 
the cities where the problems ar 
the most keenly felt and thes 
cities have only one fourth of th 
membership of the State Legis ee 
latures, the bodies which have th, “© q 
power to take action. nite 
Another set of facts which haf°V@!t 
a strong bearing on action bg’ ih 
State Legislatures is the politic?” 
make-up of these bodies. Even if 
periods when either Republica 
or Democrats have dominant m 
jorities in Congress, there still a 
enough in the minority to ha 
substantial influence, to make 
tremendous noise, indeed to co 
stitute an ever-present corrective 2 PT 
threat to the majority. In a greg 4S a 
many of the States that is not thf@ St 
case. The States are governed of! 40 ¢ 
a one-party system. Not all qpuntry 
them, quite a number shoyt be 
changes in control from electiopme S 
to election but no living man hafYY elt 
ever seen a Republican majoritfX€S 2 
in Mississippi, the General Ag#°Wevé 
sembly of which has not one singlt twe 
Republican member. ; hew 
There is wide cleavage when ft tc 
comes to national and State polfSen. - 
tics. This most likely will meafWer 1 
that different policies may goverfice tl 
in Federal and State issues. Faq With 
example, the State of Oregon wy 1S] 


| is m 
hay a 
roces: 
hance. 
Befo 


host € 
mpass 
hade i 
tates’ 
e relt 
turn 
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t earnfarried by Franklin Roosevelt 
Y COm#our times but not since 1878 has 
133,15ijregon had a Democratic Legis- 
10 pefsture. President Eisenhower car- 
196,59ified Florida in 1952 but the Flor- 
ase ilfda House of Representatives has 
2S out} Democrats and five Repub- 
-ONVerficans. 
shares So when the Congress carries 
3,025,hut an Eisenhower tax or other 
Izatiowblicy it is by no means certain 
re facifhat a State Legislature will carry 
12,72%#he same sort of policy into local 
fairs. To be sure, human nature 
mountieing what it is, the chances are 
declinghat if the Congress leaves any 
Backfyailable revenue around loose, 
er 3lBhe States are not unlikely to seize 
matelj ipon it but there is no certainty 
hat all States will seize upon it 
ras tofor the same purposes nor for the 
93 aNburposes for which presumably 
juartefhe Federal Congress relinquished 
ontrol! 
There will have to be a remark- 
N ble change in the attitude of 
hula many State leaders if there is to 
9g Inge any very massive assumption 
n the part of the States of what 
or so long have been Federal re- 
ponsibilities, The centralization 
i power in the Twentieth Cen- 
ry has been tremendous; it will 
ake more than a declaration of 
n Eisenhower policy to reverse 
4 ig i is movement, especially when it 
ms arf2Y appear to be an expensive 
| thesfocess to recapture State dom- 
hance. 
a 1 Before the Twentieth Century, 
nee leader would resign from the 
Inited States Senate to become 
ich hapoVernor of even a small State; 
ow and for more than a genera- 
on the reverse has been true and 
e Federal largesse has had al- 
blica host everything to do with it. 
nt ma passioned addresses may be 
till a lade in and out of Congress on 
~ fe tates’ Rights but the States will 
nake & reluctant to even accept the 
‘io on eturn of rights if there is much 
“rective 2 Price tag affixed! 
a grea AS a natural movement of the 
not tha, State and local taxes have, 
“ned of! an average, increased over the 
al] @untry although that trend can 
showt be called universal. Indeed, 
electiopme States make it a point to 
ian hafVy either very light or no income 
vajoritfXeS as incentives to residence. 
ra] Agowever, since World War II all 
e sing! t two States adopted some sort 
f new taxes or increased rates so 
when fat total income has steadily 
te polsen. But in 1953, there were 
ll meafWer increases than in any year 
goverface the end of the war. 
es, Fq With the national income stead- 
yon wa! rising and all States having 
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ARMCO SALES REACH 
ALL-TIME HIGH 
IN 199d 





| annual report: 





| 
| 
Net Earnings ....... 
| 


Per Cent Net Earnings of Net Sales .. 
Per Share of Common Stock ....... 
Cash Dividends on Common Stock ..... 
Per Share of Common Stock ....... 


Per Share of Common Stock ........ ae 
Long-Term Debt—less current portion (end of year) 
Wothwe Canal. ...¢ i. - de cses ee ns 
Book Value Per Share of Common Stock 


| If you would like a free copy of 


BON HINO econ Aasinis en pecelsncla cones 
Net Tons of Ingots Produced .......... 
Per Cent of Rated Ingot Capacity Operated .... 
Net Tons of Manufactured Products Shipped ..... 


Earnings Retained in the Business ...... 
Capital Expenditures ...........00% 
WONGNGNEE cleric tic ccc cars can ae we 


Here are financial highlights of Armco Steel Corporation’s 





1953 1952 
patra $588,919,900 $518,575,218 
Rela Waters 4,704,773 4,042,473 

97.8% 87.5% 

3,375,630* 3,078,639 * 
$33,902,462 $31,337,861 

ealmers 5.76% 6.04% 
oka adhe $6.50 $6.01 
aia . $15,640,891 $15,640,669 
acter 3.00 3.00 
So aca ae 18,261,571 15,697,192 
rot aveco atc 29,316,794 50,425,441 
Seaeawans 57,773,971 49,195,884 
11.08 9.44 
75,281,460 80,519,945 
BER cre 134,103,527 123,973,720 
re crete nara 60.16 56.66 


| *Includes products manufactured from ingots of other producers. 
NOTE: All above figures exclude foreign subsidiaries except Canadian. 


RNC? 


our complete 1953 Annual Report, just ts \/ 


write us at the address below. 


ARMCO STEEL CORPORATION 


MIDDLETOWN, OHIO 





| 
| 
| 





some participation, it has been 
inevitable that basic net worth has 
increased. Debt rose from about 
$16 billion in 1946 to somewhat 
over $33 billion in 1953 but there 
can be no question of soundness of 
the bonds nor of those of muni- 
cipalities. The ratio of local bur- 
den to national income has been 
falling pretty steadily over the 
last generation. 

New revenue sources are al- 
ways being sought. There has 
been something of a vogue for 
revenue bonds for public power, 
water works and to some limited 


extent toll bridges and toll roads. 
It has been strongly suggested 
that, in a time of emergency and 
to finance vast public works, this 
method of financing be greatly ex- 
panded. It almost certainly will 
but there are two considerations 
which must not be overlooked. 
These are the very types of 
actions that require referenda and 
obviously cannot be taken hastily 
as one consideration and as the 
second, the type of public works 
or undertakings which presum- 
ably would in most cases be au- 
(Please turn to page 64) 












Potential Business Stimulant 
In $100 Billion Backlog In 
State-Local Projects 
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thorized can not be built like 
Aladdin’s Palace in a night. Such 
works require one, two or more 
years before in many cases they 
could even be started. 

Much public work already has 
been authorized and will be con- 
tinued. State and local expendi- 
tures in this field have increased 
by about $650,000,000 in each 
year for the last four reaching 
last year a total of $7,100,000,000. 

The Federal Congress has not 
any intention of completely ceas- 
ing its subsidies; indeed such dim- 
inution as has occurred is slight. 
Pending and about to be passed is 
a measure which will give the 
States about $1,000,000,000 on a 
road-building program alone. As 
these funds are provided only on 
a State-matching basis, it is a 
fair assumption that some $2,000,- 
000,000 will become available. 

What measures the States and 
municipalities will attempt can 
not wisely be predicted in view 
of the many-faceted situation 


which has been partially de- 
scribed. But the American public 
may be very certain that in the 
States and municipalities it has 
sound and highly solvent prospect- 
ive entrepreneurs who, if they 
undertake anything, will assur- 
edly be good for it! 





Reforming the Tax Structure 





The present Federal tax system 
is the result of a long succession 
of Congressional enactments in 
response to the great increase in 
the activities of Government dur- 
ing the past generation. During 
this time, many new Federal 
taxes were imposed and steep in- 
creases were repeatedly made in 
the rates of such established taxes 
as those on personal and corporate 
incomes. Federal taxes were in- 
creased in the thirties to defray 
part of the costs of a broad inter- 
vention by Government in econom- 
ic affairs, largely directed at reliev- 
ing distress caused by unemploy- 
ment and lower prices and incomes. 
Taxes rose still further during the 
forties, as a result of huge Fed- 
eral expenditures for military 
purposes during World War II, 
and—after the war—for financing 





Income: 
From transportation of freight, 
passengers, mail, express, etc. 


From other sources—interest, 
dividends, rents, etc. 


Total Income 


Expenditures: 





Payrolls, supplies, services, 
taxes . 


Interest, rents and services 
Total Expenditures 
Net Income: 


For improvements, sinking funds 
and other purposes 


paid on the common stock. 
by more than $7,000,000. 


equipment. 





THE BALTIMORE AND OHIO RAILROAD CO. 
127th Annual Report—Year 1953 


For the fourth consecutive year the full dividend of $4.00 per share 
was paid on the preferred stock. A dividend of $1.00 per share was 


Total tax accruals of $35,077,800 for 1953 exceeded net income 
$35,488,862 was spent during 1953 for improvements and new 


H. E. SIMPSON, President 


Year Increase over 
1953 1952 


$460,848,986 +-$18,172,312 





10,386,567 -+- 911,045 


$471.235 553 +$19.083,357 








$401,143,949 +$14,782,525 
42,058,671 + 3,576,727 
$443,202,620 +$18,359,252 











$ 28,032,933 +$ 724,105 














national security and reconstry 
tion abroad. The controlling co 
sideration in increasing taxes w 
the urgent need for revenue, a1 
inadequate consideration wi; 
given to the long-run effects | 
tax increases on incentives. 

There is evidence that the pre 
ent structure of the Federal t 
system—irrespective of the re 
enue level — contains many fe 
tures that are unnecessarily r 
stricting economic progres 
Some features lead taxpayers | 
resort to devices for evading t 
payments. Some lessen producti 
effort or lead to less efficient mai 
agement of resources. Othe 
may dampen consumer expend 
tures and business investment. 

These adverse effects of {i 
current Federal tax system on t 
growth of the economy have n 
become fully apparent, because | 
inflationary conditions that ha 
prevailed during most of the pa 
decade. A tax system that m: 
have been tolerable under inf 
tionary conditions, if left u 
changed, cannot be expected to! 
consistent with the requiremen 
for maximum economic grow 
and stability—after inflation hi 
been stopped. 

It is therefore timely to rea 
just the Federal tax system | 
serve the interests of a dyna 
and growing, but non-inflatio 
ary, economy. The structure 
the Federal tax system can a 
should be altered so as to appo 
tion the burden more equitab 
among taxpavers, to unleas 
new incentives to  econom 
growth, and to make the syste 
operate more effectively as 
stabilizer. The opportunity to i 
prove the tax structure should | 
seized promptly, even thoug 
general reductions in tax rat 
must be deferred. Among {fl 
paramount objectives of Feder 
tax reform are those of providil 
greater equity to consumers, pr 
viding more powerful incentiv 
for work, investment, emplo 
ment, and efficient manageme 
and making the tax structu 
more stabilizing in its operatio 
These objectives will not 
achieved quickly; yet the bro 
directions of reform are cle 
enough. With long-run goals 
view, it is possible to move to} 
ard them, step by step. 

As it becomes possible to 
duce the expenditures of the F¢ 
eral Government, without impa 
ing the performance of necessa 
functions or shirking repsoni 
bility for maintaining a stal 
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nd prosperous economy, taxes 

hould be brought down. Such re- 

uctions will usefully widen the 
rea of private economic activity. 

A beginning was made in the 

pplication of these principles on 

anuary 1 of this year, when the 
cess profits tax was permitted to 
pire and when a reduction in 
dividual income taxes averag- 
ng about 10 percent for most 
payers brought such taxes 
ack to pre-1951 levels. These ac- 
jons have improved the outlook 
or investment, as_ previously 
igoted. They have also released 
onsumer income for expenditure, 
nd thus again provided a timely 
timulus to the economy. The 
orce of this stimulus was some- 
hat reduced, though by no 
eans Offset, by the concurrent 
ise of 1 percent in the combined 
mployer and employee rates of 

x on payrolls for old-age and 

urvivors insurance. 

The continued large require- 
under infigents of the Federal Government 
if left wor revenues to meet expenditure 

xpected tolr national security and other 

requiremengurposes, combined with the cur- 
omic growfgent condition of the American 

inflation hgonomy, which is marked by a 

eassuring measure of price sta- 
nely to reagility and a high level of opera- 

x system fons, make it unwise to enact a 

rther broad reduction in taxes 

iogt this time. 
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achine tools obsolete. 
It is a delusion to believe that 
ose obsolete machines, because 


hou Ps 
ae raif’y Yequire manpower to run 
Among ypch one of them, make jobs. 


ot fade bs, in the only sense that makes 
‘ense, namely the power to com- 
and goods and services for one’s 
- fbor, depend upon production. If 
e long ordeal of the 1930’s 
ught us anything, it should have 
ught us that the multiplication 
-# Currency, in the absence of in- 
eased production, puts no more 
ods in users’ hands. Better tools 
gp tigen more — — 
r the same number of hours 
t ing is vi orked; those goods would be 
eaper, and revive demand. 


on to ylhe machine tool industry, 
os of the Fqasting along at a rate of some 


ithout impai900 tools a year, would have 
2 of necessafelve years’ work making a mil- 
ing repson~2 new tools. Of course, if any 
ing a stalfive for bringing the whole econ- 















Our Institutional SHARE OWNERS 


Philip Morris owns 
Philip Morris & Co. 
Ltd., Inc. But you 
wouldn't guess it 
to meet this 
popular mutual 
fund salesman of 
Huntington, Long 
Island. You see, Mr. 
Morris owns and 
recommends To- 
bacco Shares (of 
Group Securities, 
Inc.), a specialized 
mutual fund which 
diversifies its hold- 
ings among Amer- 
ica’s leading tobac- 
co companies, of 

™ which Philip Morris 
& Co. is naturally 
one. Mr. and Mrs. 
Morris are accu- 
mulating mutual 
fund shares in 
anticipation of 
care-free retire- 
ment years. 


che 


Philip W. Morris 


Yu PHILIP MORRIS 


Philip Morris & Co. Ltd., Ine. 


110th 
COMMON 
STOCK 
DIVIDEND 


CUMULATIVE PREFERRED STOCK 
The regular quarterly dividends 
of $1.00 per share on the 4% 
Series and $0.975 per share on 
the 3.90% Series have been de- 
clared payable May 1, 1954 to 
holders of record at the close 
of business on April 15, 1954. 


COMMON STOCK ($5.00 Par) 

A regular quarterly dividend 
of $0.75 per share has been 
declared payable April 15, 
1954 to holders of record at the 
close of business on April 1. 
1954. 


L. G. HANSON, Treasurer 
March 17, 1954 


New York, N.Y. 

















omy up to the level of today’s best 
technology began, the industry 
would expand in a hurry. 

Actually, the obsolescence of 
machine tools themselves is only 
one phase of a problem to which 
industry should be paying greater 
attention at this time. This is the 
growing use of controls—moves 
toward what some observers hail 
with delight and some view with 
alarm as the automatic factory. 

Controls, so far, are largely 
bought by the industries which 
couldn’t perform without them. 
This means the continuous proces- 
sing chemical manufacturers and 
their close relatives, the oil refin- 
ers. Here pressures, temperatures 
and reactions must be dealt with 
so suddenly that human recogni- 
tion and response are hopelessly 
too slow for competence. 

Henry F. Dever, president of 
the Industrial Division of Min- 
neapolis-Honeywell Regulator Co., 
largest maker of controls, has 
been preaching constantly the ne- 
cessity for regarding any indus- 
trial production chain from mine 


or field to consumer as a continu- 
ous process. This concept, which 
he calls system engineering, aims 
to fit the controls and the tools 
into the process of manufacture 
at the places they are most need- 
ed, so that improvement can be 
gaited to resources. 

More investment in better ma- 
chine tools, to do some of the 
worker’s pulling and hauling, and 
more investment in controls to 
do some of his routine thinking, 
will bring us more goods and 
more services for more people, at 
a lower total cost in human exer- 
tion. That is, or should be, the 
goal of industrial progress. It is 
not to be attained by a cry for 
more idleness disguised as work- 
ing time. 

(In the next issue, a compre- 
hensive article on the mechaniza- 
tion of industry will appear.) 


CAPITAL OUTLAYS IN A BUSINESS 
DOWNTURN ...A preliminary 
survey indicates that capital ex- 
penditures in 1954 will be about 


(Please turn to page 66) 
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Southern California 
Edison Company 


DIVIDENDS 
COMMON DIVIDEND NO. 177 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
) DIVIDEND NO. 28 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 24 


SO we ee 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on the 
Common Stock; 


28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series ; 


281 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 


The above dividends are pay- 
q able April 30, 1954, to stock- 
holders of record April 5,1954. 
Checks will be mailed from 
the Company's office in Los 
Angeles, April 30, 1954. 


P. C. HALE, Treasurer 
March 19, 1954 




















CoMPANY, INC. 


COMMON DIVIDEND 


The Board of Directors has this day 
declared a Dividend of fifteen cents 
($.15) per share on the Common Stock of 
Crown Cork & Seal Company, Inc., payable 
April 21, 1954, to the stockholders of 
record at the close of business April 6, 1954. 

The transfer books will not be closed. 


WALTER L. McMANUS, Secretary 
March 25, 1954. 
































PINW/7 IAN 
DIVIDEND NOTICE 
aS 


The Directors of Daystrom, Incorporated, 
on March 23, 1954, declared a regular 
quarterly dividend of 25 cents per share, 
payable May 15, 1954, to holders of 
record April 27, 1954. 


* Operating Units * 
DAYSTROM FURNITURE DIVISION 
DAYSTROM INSTRUMENT DIVISION 

DAYSTROM ELECTRIC CORP. 
\_ AMERICAN TYPE FOUNDERS, INC. ] 











66 








The Trend of Events 
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4% under 1953. Projected spend- 
ing is $27.2 billion compared with 
$28.4 billion in the previous year. 
The estimated decline is by no 
means startling and, if held to 
4%, would offer considerable as- 
surance that business conditions 
would not deteriorate too much 
from present lower levels. How- 
ever, a very large percentage of 
estimated expenditures for 1954 
is a carryover from _ projects 
started last year and the year be- 
fore. As these particular projects 
will near completion in the next 
few months, it is quite possible 
that new capital outlays projected 
after that time may be well be- 
low the previous rate. While this 
might not materially affect 1954 
totals for new capital expendi- 
tures, it is conceivable that, unless 
there is a substantial recovery in 
industrial operations, business- 
men may decide on a policy of less 
spending for new plant and equip- 
ment looking ahead to the end of 
the year and 1955. 

At present, there are many ten- 
tative plans for large-scale ex- 
penditures by a number of lead- 
ing corporations but these plans 
are subject to revision, depending 
on the general trend of business. 
Yet, as we know, the trend of 
business itself is to some extent 
at least governed by the rate of 
capital expenditures. In this re- 
spect, it is probably true that the 
responsible heads of corporations 
will be influenced in their decision 
by an appraisal of their com- 
pany’s position and prospects on 
an individual basis rather than 
by any opinions they may hold on 
the business outlook in general. 
Under these conditions, one may 
expect business concerns to tailor 
their capital expenditures more 
closely to immediate needs than 
has been the case for some time. 


CORPORATE TAX POSITION AND 
TAXES... Review of the balance 
sheets of leading corporations 
which have been issued to date 
indicates that as of the close of 
1953, practically all the large con- 
cerns were exceedingly well sup- 
plied with cash. In most cases, 
however, the building up of cash 
reserves was due to the need to 
meet March 15 and, also June 15 
federal tax obligations. Under the 


THE 


















“Mills” Act, the percentage 4 
corporate tax payments require 
has been increasing so that, in 
stead of being stretched out ig 
four quarters evenly as was th 
case in former years, 90% of pa 
ments must now be made by Jun 
15, divided equally betwee 
March 15 and June 15. 
Pressure to meet almost th 
entire year’s tax pyments in th 
first half necessarily restricts th i 
ability of corporations to raigt 
cash dividends, even where earn 
ings would justify such an igf? 
crease. By the same token, witfrof 
tax pressure reduced to a minBoe 
mum in the final half of the yea 
corporations in a good earning 
position can more easily justify But 
more liberal dividend policy thahest 
if they still had to face heavy tao 
payments in the immediate periog., 
The situation, of course, does np 
apply to companies with a narrog"™! 
margin of earnings over diygast 
dends. ill 


A Casebook of Law and Busine” 
By WILLIAM H. SPENCER [tk 
and CORNELIUS W. GILLAM 


This work is designed for college te SH 
and reference use and is a collection 
leading cases illustrating the main pri 
ciples of legal topics most  significaf, - 
in the business world. in 

These subjects are covered: jurisptne 
dence and the sociology of law, persothic] 
torts, contracts, agency, partnersh 
and the corporation, bailments, salq!™' 
negotiable instruments. An explanati P 
and analysis of the case method, inti I 
ductory text material, problem qu 
tions, carefully selected reading ref 
ences, and four of the most useful w 
form statutes are included. OrganidPF 
tion is functional. More complete 4 
intensive treatment of fewer subje 
with view to development of studen 
ability in legal analysis. Orientati 
toward the broader social context PR 
law, especially in its functioning as 
economic institution. Inclusion of ca 
decided under common law as well 
under statute. Emphasis on _ leadi 
cases most significant sociologically. 


McGraw Hill $8 
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Boeing Airplane 





The annual statement of B 
ing has just been issued 4}. 
shows that earnings in 19 
amounted to $12.51 a share co 
pared with $8.67 a share in 4 
previous year. It is anticipat 
that this company can earn fr 
$15 to $17 a share in 1954 w 
the disappearance of the exc ¢ 
profits tax. We have pointed q , 
the excellent prospects for Boel § 
on a number of occasions in | ¢ 
past two years. 
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foe Profit By Our New Recommendations When 
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— th I, the sharp market advance from 
Pond call eptember 1953 to April 1954... Forecast 


-h an jyecommendations have proved highly 


A FULLY ROUNDED 
INVESTMENT SERVICE 


You will find that THE FORECAST 
tells you not only WHAT and WHEN 
to buy — and WHEN to take profits... 
but it also keeps you informed of what 


yken, witfrofitable. For example our selection of 
0 a MinBoeing Airplane at 46 now shows clients 


f the yeaher 21 points profit. 
| earning 
y justify put . . . the market is now in a critical 
Olicy thafest area”. We have been taking some 
heavy ta rofits on the rise such as an additional 
ate periog., non ‘ ; 
bY points profit on General American 
2, does nq ; 
1a narroy@nsportation and 121% points gain on 
over diygstman Kodak ... so that subscribers 


ill be ready with cash reserves to take a 


is going on in the companies whose 
shares are recommended in our Bulletins. 
Each security you buy on this advice is 
continuously supervised so you are never 


left in doubt as to your position. 





ll advantage of the promising new op- 







d Busine?Umities to emerge at undervalued prices in the You will receive our weekly Bulletins keeping you a 

ENCER [tks and months ahead. step ahead of the crowd in relation to the securities 
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y of we « “ . Cc Se 
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oa sail oe Building with Higher Dividend what should be retained and which you should sell. 
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1 context} PROGRAM THREE .. . Low-Priced Stocks for plus your cash reserves—you can be ready for coming 
tioning as Large Percentage Growth — W : opportunities as we point them out to you. 
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BOOK REVIEWS 





A Lifetime Investment Program 
By THOMAS F. WILLMORE 


The unique purpose of this book is to 
show how an investment program can be 
assured of long-range success ,regard- 
less of market fluctuations. Through a 
careful analysis of actual market per- 
formance over many years, the book 
develops a realistic investment goal 
based on the law of probabilities, and 
outlines specific methods by which such 
a goal can be realized. 

Stressing the point that “overreach- 
ing for profits is the cardinal sin of 
investment practice,” the author ex- 
poses the weakness of most currently 
popular investment theories. At the 
same time he shows how results above 
the average achieved by professional 
investment management over the past 
generation can be attained with more 
than usual safety. The methods advo- 
cated anticipate an average return of 
8 per cent per annum, including income 
and appreciation, over a period cover- 
ing several market cycles. 


Harper $2.75 


Sayonara 
By JAMES A. MICHENER 


Major Lloyd Gruver was a_ lucky 
man. 

Son of an Air Corps general and a 
leading ace in the Korean war, his 
future seemed assured. And the present 
wasn’t bad, either. For he was on his 
way to Kobe, assigned by General Mark 
Webster to serve on the Interservice 
Aviation Board—and he was about to 
be reunited with General Webster’s 
beautiful daughter. 

His only annoyance was Private Joe 
Kelly, age nineteen, uneducated, al- 
ways in trouble. For Kelly wanted to 
marry one of those dumpy, round-faced 
Japanese girls—even though he knew 
soldiers couldn’t take their brides home 
to the United States. 

It was only after Gruver visited Ta- 
karazuka to see the famed troupe of 
lovely semi-goddesses performing their 
ritual dances that he, himself, suc- 
cumbed to the spell innocently cast by 
the exquisite dancer, Hana-ogi. But 
even before he was caught in the pas- 
sionate heights of this strange liaison, 
Gruver must have known there could 
be but one ending... 

$3.50 


Random House 


Economics in the Public Service 
By EDWIN G. NOURSE 


Part I presents the philosophical back- 
ground of national economic policy in 
the United States and traces the steps 
that led up to the Employment Act. In 
Part II this measure is described in ac- 
tion: the appointment of the adminis- 
trators and the adventures and misad- 
ventures attendant on a great new en- 
terprise. Part III tells of the growing 
tensions and the clash of personalities 
that resilted in the withdrawal of the 
chairman; it further contains his con- 
sidered criticisms and his recommenda- 
tions for increasing the future useful- 
ness of the Act. 


Harcourt, Brace $6.00 
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Put Your Money To Work For You 
By N. H. MAGER and 
MORTON YARMON 

Put Your Money to Work for You 
gives a down-to-earth approach to the 
average person’s problem of making his 
savings earn money for him. It shows 
how investments can provide: 

Financial protection for the family in 
case of death, emergency funds for such 
family needs as buying a home and edu- 
cating children, a retirement income, 
supplementary income, an estate to aid 
survivors and charities. 

This practical handbook offers a de- 
scription and appraisal of all the ave- 
nues of investment open to men and 
women of every income bracket. It states 
clearly the basic principles of invest- 
ment and adapts them to today’s high 
taxes, inflationary pressures and radi- 
cally changing technology. 
Harpers $4.00 


Home and Foreign Investment 
1870-1913 
Studies in Capital Accumulation 
By A. K. CAIRNCROSS 

The individual chapters in this vol- 
ume cover a wide range of subjects, but 
they have a common theme—capital ac- 
cumulation and the fluctuations that 
accompany it. Professor Cairncross’s 
study of foreign investment and the 
dynamics of international trade has 
focussed on two relationships: between 
foreign and Kome investment, and be- 
tween the migration of capital and that 
of labour. 

The central section of the book, on 
‘Home and foreign investment in Great 
Britain, 1870-1913,’ is the development 
of a theme on which Professor Cairn- 
cross’s work needs no introduction to 
economists (who will be glad to have this 
extended treatment readily at hand). 
But this is a work that also concerns 
social and economic historians; it shows 
what part capital accumulation played 
in the Victorian economic system, how 
it responded to influences at home and 
abroad, and how it in turn affected 
economic development. 


Cambridge University Press $5.00 


Major Problems of United States 
Foreign Policy — 1954 

Major Problems of United States For- 
eign Policy gives the reader a brief sur- 
vey of the present world situation, 
outlining in a general way the character 
of international relations since the end 
of the war and the efforts made by the 
major powers to co-ordinate these rela- 
tions in international organizations. An 
account is given of the fundamental and 
continuing objectives of the United 
States, Great Britain, and the Soviet 
Union, including a description of the 
official and unofficial mechanisms by 
which their governments formulate their 
foreign policies and conduct their for- 
eign relations. The major problems of 
foreign policy confronting the United 
States at the end of 1953 are reviewed. 
Each problem is presented in a func- 
tional or geographic setting, with an 
introductory statement describing the 
broad problem field or area. 


Brookings Institution 
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‘beth Boody Schumpeter, is a fittin 


The Logic of British and 
American Industry 
P. SARGANT FLORENCE 
Considerable new research into the 
real—not just the legal—seat of power jy 
the British joint stock company has bee 
embodied in this book, and the result 
compared with the realities of the Amer. 
ican corporation. A complete chapter js 
devoted to an account and assessment of 
the aims, scope, methods, and efficiency 
of British planning, nationalization, and 
consumers’ cooperation. The author com 
pares these alternative systems with thd 
British and American early capitalisj 
entrepreneur and the larger-sized capi 
talist company or corporation regin: 
now prevailing. 
Univ. of North Carolina Press $5.0 


History of Economic Analysis 

By JOSEPH A. SCHUMPETER 

Here at long last is a complete histor 
of the theoretical efforts made by mej 
from the time of ancient Greece dow 
to the present day to understand eq 
nomic phenomena, written by one of th 
gerat economists and thinkers of our erg 

In spite of its technical nature, His 
tory of Economic Analysis is writte 
lucidly with the deep insight into huma 
affairs that helped to place Schumpete 
on a peak beside the great economi 
thinkers of all time. Far from being 
dry narrator of theories, he saw thd 
economics, as a human science, must 
considered in the light of the othe 
sciences which go to explain the bd 
havior of men. This work, which coul 
never have been published without tli 
tireless editorial labor of the late Elizg 


monument to the great and dedicate 
life of her husband. 
Oxford University Press 
Power of Words 
By STUART CHASE 
Challenged by the expansion and ti 
new developments in the vital field 
communciation, the author here repor 
to the intelligent layman, and clarifi 
the subject in its recent dramatic a 
pects. Fifteen years ago in The Tyran 
of Words, Stuart Chase described ho 
he studied semantics in order to impro 
his own communication as a_ writ¢ 
Semantics, then hardly known to t 
public, received considerable attenti 
here and abroad through this work. T! 
subject has continued to grow in impo 
tance, with books, magazines, societid 
special courses in schools and colleg4 
all concentrated upon it. 
Harcourt, Brace $3. 
Maharani: 


$17.5 
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The Story of an Indian Princes 
By BRINDA, Maharani of Kapurth 

Princess Brinda, born in a small R 
put state in the wild and beauti 
Himalaya country of northern Indi 
was betrother as a small child to the s 
of one of India’s most elegant princ 
His father, the Maharajah of Kapj 
thala, almost as well known in New Yq 
and Paris and London as in his nati 
India, was notorious for his extra\ 
gances and for his taste for women. 

MAHARANTI is a brilliant study 
contrasts — the luxuries of India at 
most glamorous—weddings, state rec# 
tions, tiger hunts, elaborate parties—a 
reminiscences of her travels throughd 
Europe, the United States, and Sol 
America. It is also an intimate picti 
of a princess’ life, of the responsibilit 
facing royalty, and of how one won! 
resolved them. 
Henry Holt $3 
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Time To Reappraise 
YOUR 
aTeTWRM TReTrIN GC A Special Invitation to 
INVESTMENTS 


responsible investors 
with $20,000 or more in 


investment funds. 
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11, foresighted investor, who seeks to safeguard his capital and keep 
it working productively, can afford to disregard the immediate effects and 
longer term implications of the many changes in progress on the political 
and industrial fronts... and in the earnings and dividend prospects for 
the individual companies. 


w In light of the substantial market rise since last September our staff — 
through its unending, original research — is continuing to segregate stocks 
which are becoming overpriced from those which are still undervalued — 
those which are in a vulnerable position from issues facing an unusually 
strong outlook — companies which may cut or pass dividends from those 
which will maintain or even increase liberal payments in 1954. 


w®& Many uncertain investors merely hold their positions unchanged and hope 
for the best—but a “do nothing” policy can be most costly in the highly 
selective market ahead. If your capital is important to you now is the 
time to take intelligent action. 


%& As a first step toward increasing your profits and income in 1954-55, we 
invite you to submit your security holdings if you have not already done 
so for our preliminary review — entirely without obligation — if they are 
worth $20,000 or more. 


® Our survey will point out examples of your less attractive holdings to be 
sold or retained only temporarily. It will tell you how our personal super- 
vision can assist you to strengthen your diversification, income and the 
enhancement possibilities of your account. We will evaluate your hold- 
ings and quote an exact annual fee for our service. 


%& Merely send us a list of your securities in as complete detail as you care 
to give in regard to size of each commitment, purchase prices and your 
objectives. All information will be held in strict confidence. This offer 
is open only to responsible investors who are interested in learning more 
about our investment counsel. 


INVESTMENT MANAGEMENT SERVICE 


A division of THe Macazine or Watt Street. A background of forty-six years of service. 


90 BROAD STREET NEW YORK 4, N. Y. 





5,300 INDEPENDENT TELEPHONE COMPANIES 
ee : 


GRO 
WIDE INDUSTRY 
.»eand a growing outlet 
for f' W.-W engineering 
and manufac?ring 
facilities. 





Greater capacity for exist- 
ing telephone lines is made 
possible by the compact 
and economical “carrier” 
system of telephone com- 
munications. Carrier can 
provide as many as 18 ad- 
ditional circuits, superim- 
ies . = posed on existing lines 
ile ES HD Z " et ot ee vr without the necessity of 
Typical of advanced design and performance in dial telephone switching systems A ° 
eg : z cae os stringing more wires. 
is Kellogg Crossbar, developed by Kellogg Switchboard and Supply Company, : 
‘ns , . , z ee ’ Short. medium and long- 
a division of IT&T, for use in telephone exchanges. Together with Kellogg Relay- . 
‘ h : : See ’ : range types for voice as 
matic, as well as Step-by-Step and Rotary dial switching equipment made by ie es 
‘ Pia Hse ; sie : , well as signal transmission 
Federal Telephone and Radio Company, also a division of IT&T, Kellogg pro- relieh ith tl 
ides a complete range of automatic switching system well as sth i i Paes Pe eb 
vides a ¢ pte range of : atic swite systems us well a: er equip- : : 
: 8 rc Ape tae cha a Kellogg Type No. 5 Car- 
ment and supplies for the independent telephone industry. z : : 

; rier, shown at right, four 
simultaneous conversa- 
tions may be carried on 
one wire circuit. 
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‘ 
ihe same skill in manufacturing and 
research builds better performance into 
products for home, business and indust 
made by the manufacturing divisions 


of IT«T—a great American trademark. 
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Microwave radio relay carries telephone circuits over mountains, 
rivers, deserts, lakes and other difficult terrain without wire lines. 
Between Bartow and Tampa. Fla., the Peninsular Telephone Co. 
has installed the first independent telepliione company microwave 
link connecting with the nation-wide inter-toll dialing «ystem. The 
complete equipment was designed by Federa! Telecommuni: aiion 
Laboratories, research division of IT&T at Nutley, N. J. 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPCRATIO 
67 Broad Street, New York 4, N. Y. 


: For information about telephone equipment and supplies. write 
Kellogg Switchboard and Supply Co., 79 W. Monroe St.. Chicago 3, I 
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